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AN IMPORTANT COG... 


As American Business continues its expansion from domestic levels to meet the new opportunities 


in world trade, more and more business leaders—the executives who have the responsibility of plan- 
ning their companies’ futures—are feeling an increasing need for reliable and accurate information 
about the world-wide developments which will affect their success. These men realize that such informa- 
tion is an important cog in the successful functioning of world business. 

Many of them, like yourself, have discovered World Report, and have seen the need well filled. 
For World Report is the one magazine which gives its readers a sound understanding of the really im- 
portant world events, and a “’feel’’ for international affairs in general. And it is especially designed and 
written for busy people who must moke the most of the limited time they have to devote to reading. 

As a regular reader of World Report, you know how useful and helpful this new magazine can be 
to a businessman. Why not “pass along”’ your discovery of World Report by introducing this weekly 
to your associates? 

Send us the names and addresses of the men in your company who should be reading World Re- 
port, and we shall be glad to send a sample copy of a current issue to each one of them. And be sure 


to tell us whether or not you want us to mention your name when we send these complimentary copies. 


1229 TWENTY-FOURTH STREET, N.W., WASHINGTON 7, D. C. 
















































The number of businessmen who will 
be permitted to enter Japan after August 
15 to revive private trade has been de- 
termined. The Inter-Allied Trade Board 
for Japan has set the figure at 400. The 
allocations, made on a national basis, 
follow: United States, 102; China, 64; 
United Kingdom and its colonies, 64; 
India, 39; Netherlands and the Nether- 
lands East Indies, 27; Australia, 23; 
France and French Indochina, 16; Can- 
ada, 8; New Zealand, 6; Philippines, 6; 
others, 45. Entry permits will be issued 
by General of the Army Douglas Mac- 
Arthur, but traders are to make applica- 
tions to their own governments. 
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Canadian exporters doubt that the re- 
sumption of private trade with Japan 
after August 15 will lead immediately 
to a big increase in the exchange of goods 
between the two countries. Japanese de- 
mand for such commodities as aluminum, 
copper, zinc and nickel, which Canada 
shipped in large quantities before the 
war, will be small because of the Allied 
policy of curtailing Japan’s heavy indus- 
try. Canadian businessmen also point out 
that Japan would have difficulty in ar- 
ranging payment for lumber and grain, 
even if they were not contracted for else- 
where. Before the war, Canada shipped 
more goods to Japan than to any other 
country except the U.S. and Great Brit- 
ain. In 1939, sales to Japan were valued 
at more than $32,000,000. 
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U.S. steamship companies now are 
operating 2,539 ships, compared to 1,092 
in 1939. Of those in use at present, 778 
are privately owned, 1,376 are chartered 
from the Maritime Commission and 385 
are run under the General Agency Agree- 
ment with the Government. Dry-cargo 


vessels number 1,982 and tankers 557. 
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Revival of Austro-Italian trade is be- 
ing pushed by businessmen of the two 
countries. A joint chamber of commerce 
has been set up at Milan, with the board 
of directors made up of 29 Italians and 
15 Austrians. Aim of the organization is 
to restore trade at least to the prewar 
level. 
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Mysteries of the weather in the South- 
west Pacific are to be studied by Aus- 
tralian scientists. One permanent weather 
Station is to be set up on uninhabited 
Macquarie Island, which lies between 
Australia and Antarctica, and another 
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on Antarctica itself. These two stations 
will form a network with those already 
established in Australia and New Zea- 
land. The Antarctic station will be 
equipped with instruments capable of 
testing temperatures and humidity up 
to 6,000 feet. 


A light automobile has been produced 
in Moscow. Called the Moskvich, the ma- 
chine weighs less than a ton and carries 
four passengers. It has a 23-horsepower 
motor and travels about 30 miles to a 
gallon of gasoline. Its maximum speed is 
60 miles an hour. 


A section of the Canol project, de- 
signed to carry oil from the U.S. to 
Alaska during the war, has been sold by 
the U. S. Government to the U.S. Truck 
Sales Company of Cleveland for $700,- 
000. The section sold, known as Parcel 
B, extends from Norman Wells to White- 
horse along the Canol project road, and 
originally cost the Government $9,000,- 


000. The Office of the Liquidation Com- ° 


missioner is continuing to receive bids 
for the unsold portion, which includes 
the refinery at Whitehorse. 


oo °0O 


Australia has forbidden export of 12 
classes of goods, except with the consent 
of the Minister of Customs. The goods, 
in short supply at home, include certain 
kinds of building materials, prepared 
cooking mixtures containing animal or 
vegetable fats, honey and honey mix- 
tures, grapes, cocoa, bean products, caus- 
tic soda and soda ash, raw jute and man- 
ufactures containing jute, tinplate and 
paper. 


The optical industry in Poland is 


striving to take over markets formerly 
supplied by Germany. Some progress is 
being made. Czechoslovakia is negoti- 
ating for 30 tons of optical glass and 
Switzerland for finished optical products. 
Holland, Belgium and France, as well as 
Scandinavian and South American coun- 
tries, also are carrying on discussions 
with Polish producers. 


Standardization of biological products 
on an international scale is being re- 
sumed. The work, started by the League 
of Nations more than 10 years ago but 
suspended during the war, has been 
taken over by the World Health Organ- 
ization. A committee of experts is study- 


ing the further standardization of drugs, 
serums and vaccines, including penicil- 
lin and the sulfa drugs. 
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The birth rate in Australia last year 
was the highest since 1923. The rate was 
23.68 per thousand of population, against 
23.75 in 1923. The natural increase in 
population in 1946 was the largest ever 
recorded. Births totaled 176,408 and 
exceeded deaths by 101,740. 
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A virtually noiseless, joltless subway 
has been opened in London. The quiet 
ride on the line, an extension of the pres- 
ent system, is attributed to a new kind 
of rail, which is bolted and welded in 
half-mile lengths instead of the usual 20 
yards, and to a joint that eliminates 
bumps. 
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Coal output in Wales has dropped 


since the five-day week was put into 
effect by Britain’s Labor Government. In 
the period just before the shorter week 
was instituted, output in the 276 Welsh 
mines was averaging 511,882 tons a 
week. Since then, the rate has slumped 
to 497,000 tons a week. 
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Quarantine restrictions have been 
placed by the U.S. Department of Agri- 
culture on the importation of cut flowers 
into the continental U.S., Hawaii and 
Puerto Rico. The restrictions, which re- 
quire inspection at the port of entry, are 
designed to keep out insect pests and 
plant diseases not common in the U.S., 
including the citrus blackfly and a Cer- 
cospora leaf spot. Imports from Canada, 
Labrador and Newfoundland are ex- 
cluded from the quarantine on the 
ground that the only insects and diseases 


they might carry already are prevalent 
in the U.S. 


A program of oil exploration is to be 
undertaken in Australia by the Shell 
Company of Australia, Ltd. The four- 
year survey, which will cover 50,000 
square miles in Queensland and other 
States, will involve the drilling of 30 
test wells at a total cost of about $3,200.- 
000. Equipment, including rigs capable 
of drilling to 10,000 feet, is on order in 
the U.S. and England. Australia has 
produced no petroleum since 1940, when 
output was only 4,800 gallons. Imports 
of petroleum and petroleum products in 
1946 totaled 23,602,352 barrels. 
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Two worlds—Communist and anti-Communist—now are drawn up 
for a competitive test of their economic systems. What it will cost and 
what it will call for are analyzed in this issue of World Report. 


Cost estimates of the Marshall Plan appear on page 5. Official 
computations are just getting started. One person says it will bankrupt 
the U.S. Another says it will cost no more than present unco-ordinated 
outlays. All figures are based on the same facts—the economic history 
of recent months. World Report has looked into that history, country 
by country. We’ve come up with an objective appraisal, present it to 
you in facts and figures. It makes an interesting comparison with a 
new congressional estimate, presented on page 33. 


Russia’s first requirement in going it alone is adequate food 
supplies. Our article pierces the veil that the Soviet draws around facts 
about its resources to bring you an authoritative summary of crop pros- 
pects there. Will Russia and her satellites be well fed? Can they get 
along without supplies from the West that were crucially needed last 
year? The answers are on page 11. 


Russia’s success in controlling her smaller neighbors also is vital 
to the Soviet Union in organizing a Communist world. Does she hold 
them with a tight rein, or allow some latitude? An inside view of po- 
litical life in a Russian satellite state is reported on page 18 by Staff 
Correspondent Robert Kleiman. 


Germany’s heavy industry is a major problem. Her shrunken 
output hurts her neighbors and wartime victims as much as herself. 
Now, however uncertain other developments from the Marshall Plan 
may be, the picture for Western Germany begins to clarify. Unpleasant 
adjustments will precede eventual benefits both for European clients 
of German industry and U. S. contributors and.suppliers to Europe in 
general. This shape of things to come is revealed on page 7. 


Italy is perched between the two worlds—in geography, economics, 
ideology. It’s a good place to watch for early signs of how the race is 
going. Professor Einaudi, whose job is to straighten out a badly 
unbalanced budget, is the key figure in the Government. You can meet 
him on page 30. 


The British are turning their automobile industry inside out. Re- 
sults may effect U.S. auto makers and their suppliers as well. Staff 
Correspondent William H. Lowe in London has come up with the 
details of British plans. They're explained on page 14. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of July 15, 1947 
Volume 3, No. 3 

The way things are going, these are growing prospects: 

A ceiling on new U.S. aid for Europe may be set at $10,000,000,000. 

A limited formula, with Russia absent, will be aimed at quick results. 

Any idea that dollars are to be thrown about is not correct... Instead, Con- 
gress now is told that recovery in the rest of the world not only can be but 
must be put on a basis of sound business for the U.S. An official estimate made 
for Congress by one of its own committees is shown on page 33. It compares with 
independent calculations, as low as $8,000,000,000 for Europe, outlined on page 5. 


A maximum revival at minimum cost suggests this schedule: 

Western Germany, areas held by U.S. and Britain, would get priority. 

Heavy outlay to revive German industry might run to $3,200,000,000. 

France would co-operate in Germany in order to get a billion at home. 

Britain would share in new credits to the extent of another billion. 

Italy would be assured of assistance up to a billion and a half. 

Holland would be financed towards becoming self-supporting in 1949. 

New help would be extended on a deliberately diminishing scale. An over- 
all timetable would be compressed into four years. Only Italy and Greece would 
need U.S. assistance over a period as long as four years. 





This is the reasoning about Germany? 

Europe is not recovering largely because Germany is prostrate. Germany has 
the coal, the industry, the skilled workers the Continent requires. 

Coal output in the Ruhr presently is only half of prewar production. 

Heavy industry, such as steel, is stifled by occupation controls. 

Fertilizer is held by a lack of coal for manufacturing plants. 

The essentials required elsewhere are available in Germany, are situated in 
Western Germany, where Britain and the U.S. can utilize them, but underfed 
workers are in no mood or condition to operate efficiently. 








To get things going in Western Germany..... 

Food imports, in quantities to guarantee workers’ rations, are required. 

Incentive goods, shoes and clothing first, are demanded by farmers. 

Iron ores, normally obtained from Sweden's deposits, are necessary. 

Timber for deep mining is a typical need now in short supply. | 

The shopping list for Germany is a long one. In general, city dwellers are 
prone to try to shift the blame to farmers. Yet farmers are certain the fault 
lies with factory workers who failed to produce needed goods. Currency weak- 
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WORLDGRAM== (Continued) 
nesses encourage nervousness on both sides. The vicious circle has to be broken. 


Apart from imports, the remedies for Western Germany are these: 

Level of industry is to be raised immediately in Anglo-American zones. 

Destruction of plants for reparations is to be reconsidered. 

Political organization is to be liberalized, with Germans in Western zones 
given more power to rule themselves in the Western zones, subject to supervision. 

As safeguards, the U.S. and Britain intend to maintain a motorized constab- 
ulary, a rigid system of factory inspection and a close check on political e 
development. You can get the outlook for Germany in a dispatch on page 7. 














Actually, there is no conflict between the pattern of reconstruction now 
being shaped and the: original appeal of George Marshall, U.S. Secretary of 
State, asking Europe to take common action in her own interest. 

Marshall invited as many countries as would act together. 

Russia got an invitation to participate, to share in the effort. 

Russian leaders were given a chance to confer with Britain and France. 

Russia's decision was her own free choice, her preference for isolation. 

It needs to be remembered that the Marshall formula, at all stages, re- 
quires a maximum of self-help from Europe. A blank check never figured in U.S. 
intentions. Popular ideas of lending and spending by the U.S. at figures from 
$25,000,000,000 to $50,000,000,000 are shown up to have been highly distorted. 














In substance, the U.S.=-Russian cleavage is this: 

U.S. is to concentrate on working with nations willing to co-operate. 

| Russia will go her way in the areas controlled by her, seeking to drain 
from them the resources that might help in rebuilding Russia at home. 

Russian leaders will try to delay and disrupt European recovery. 

That means an unsettled world. It means Communist efforts to stir up in- 
ternal conflicts in many areas. It means a U.S. effort to underwrite friendly 
nations that will look westward, not eastward, for alignment. 

End product of increasing U.S.-Russian tension obviously is more trouble. 











There's some chance of desertions from the Russian line-up..... 

Poland, needing machinery only the U.S. can supply, is hesitant. 

Czechoslovakia, requiring American goods, tries to sit on the fence. 

A new effort to try to straighten things out for Russia's two industrial 
neighbors in the coming talks at Paris is possible, but not probable. 





A big factor in Russia's attitude now is appearing..... 

It is fairly certain that Russia and most of her satellite states will be 
able to harvest enough grain to meet their own needs and have something left. 

Russia's harvest is shaping up as a third bigger than last year's. 

Yugoslavia is enjoying favorable weather for grain crops. 

Hungary is getting in a position to fulfill domestic needs. 

Poland is counting on potatoes to make up for wheat deficits. 

Romania is encouraged by timely rains ending an earlier drought. 

Czechoslovakia, as was the case in 1946, is to have a food surplus. 

Whether Russian harvests will permit the long-promised end of rationing is 
problematical, but a subsistence diet seems to be a certainty. 
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EUROPE’S REAL NEEDS FOR NEXT FOUR YEARS 


Country-by-country survey as basis for 
estimate that less than $8,000,000,000 will 
be required to make nations self-supporting 


The Marshall Plan for Europe is to 
cost much less than anticipated. 

An early estimate that the U. S. would 

be asked to contribute twenty to twenty- 
five billion dollars over a period of four 
or five years is proving to be an exag- 
geration. That estimate was based on a 
simple extension of the statistics on the 
international trade of the U.S. during 
the first quarter of 1947. 
@ A more realistic estimate now can be 
made on the basis of the recovery plans 
several European nations already have 
drawn up, taking into account the very 
substantial contributions Europe can 
make toward her own recovery. 

A survey by the economic staff of 
World Report shows that: 

Additional dollars required to make 
Western Europe self-supporting finan- 
cially need not exceed $8,000,000,000 if 
the European countries involved co- 
operate in making the most effective use 
of their resources for their common wel- 
fare. Britain and France now have invited 
22 other countries of Europe to discuss 
such a co-operative effort at a conference 
that is to open in Paris, July 12. 

Time needed for recovery of Western 

Europe with U.S. help does not have 
to be more than four years. With the 
right management, France and Holland 
could throw their American crutches 
away at the end of two years. Only Italy 
and Greece would have to have U.S. 
help for as long as four years. 
@ The area involved in the Marshall 
Plan has been narrowed considerably in 
the last few days. Russia’s refusal to par- 
ticipate in a continental program of eco- 
nomic recovery is taken to mean that her 
satellites in Central Europe also are 
largely out of the picture. That leaves 
Western Europe and Greece. 

Germany will need $3,200,000,000, 
half of it in the first year. That is 40 per 
cent of the estimated dollar needs for 
all of Western Europe, but economic 
revival in Germany would benefit the 
whole Continent. 


The three Western zones of Germany 
would form the basis of the recovery 
plan, since collaboration of the Russian 
zone is not expected. 

To revive the industries of Western 
Germany, empty pipe lines will have to 
be filled with raw materials. More food 
will be needed raise the output of labor. 
Consumer goods—textiles, hardware, 
household utensils, etc.—will have to be 
sent into rural areas so that German 
farmers will be willing to sell food to the 
cities once again. 

Once the tremendous inertia of eco- 
nomic paralysis is overcome, German 
wheels can be kept turning for European 
recovery with less and less help from the 
U.S.: $1,000,000,000.in 1949, half that 
in 1950, and possibly by 1951 Germany 
could be weaned entirely from U. S. aid. 

Some changes will have to be made 
before such a recovery program can get 
under way in Germany. Limitations on 
German production, established by the 
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Potsdam Agreement, are to be discarded. 
Britain and the U.S. feel that the Pots- 
dam Agreement was repudiated in prac- 
tice by Russia months ago. 

The export-import program worked out 
for the British and American zones of 
Germany at the turn of the year also will 


‘be scrapped. It calls for a U.S.-British 


expenditure of $1,000,000,000 by 1950 
to put the Western zones on a paying 
basis. The planners now realize it will 
take much more than that to raise Ger- 
man production to the point where it can 
be a real help in pulling the rest of Eu- 
rope out of the mire. 

Italy will require a total of about 
$1,400,000,000 spread over the years 
1948 to 1951. With that kind of help, 
Italy could step up exports fairly rapidly 
and probably could bring exports and im- 
ports into balance at a prosperous level 
by 1952. 

But the solution in Italy will require 
more than dollars. It will require an outlet 
for Italy’s population pressure. The plan 
of European reconstruction may have to 
find new places of work for thousands of 
Italians each year, probably in France. 

France is better off for dollars than 
Italy because France has considerable 
gold and dollar balances and available 
credits. To carry out her Monnet Plan for 
reconstruction and industrial develop- 
ment, France will want just over $1,000,- 
000,000, which probably can be concen- 
trated in 1948 and 1949. 

France anticipates a substantial credit 
from Argentina in 1948 and a large loan 
to be raised in Switzerland. If these come 
through as expected, she could get by 
with $700,000,000 from the United 
States next year and $350,000,000 the 
year following. By 1950, France could 
be expected to balance her international 
accounts and to produce at well above 
the prewar level. 

Great Britain would require about an- 
other $1,000,000,000 worth of help from 
the U.S. under the Marshall proposal. 
That would be in addition to what is 
left of the British loan. The loan is melt- 
ing away so fast that it may be all gone 
by early next year. 

The estimate of $1,000,000,000 for 
Britain is based on the assumption that 
the British will not have to go on paying 
millions of dollars to help support Ger- 
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| % (in millions of dollars) 
at , i948 i949 i950 --~=—s 195 | TOTAL 
Germany 1,700 1,000 500 QO 3,200 


Italy 500 


France 700 
Britain 500 
Austria 280 
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Greece 
Netherlands 


TOTAL 


Oe « 
> age 


many. The U.S. probably will relieve 
Britain of that burden by next year. 
Austria. The amount of additional help 
required from the U.S. to get Austria 
back on her feet depends on how soon the 
U.S., France, Britain and Russia agree 
on economic unification of the country. 
If the Allies remove their occupation 
forces and the Russians take away no 
more industrial equipment for repara- 
tions, Austrian recovery within the con- 
tinental plan would cost the U. S. around 
half a billion dollars. Austria’s customers 
in Europe and across the Atlantic would 
have to assist her, however, by opening 
their markets to Austrian goods. 
Greece is supplied with sufficient dol- 
lars through the current program of U. S. 
aid to last her until about August 1948. 
After that, she will need about $90,000,- 
000 more to carry her through the rest of 
1948, and around $80,000,000 a year 
through 1951 if the planned progress 
in agriculture and industry is to be 
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*An independent estimate by World Report. 
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achieved. That brings the total need of 
Greece under the Marshall Plan to 
$330;000,000 by 1952. 

In addition, nonfinancial help would 
have to be furnished by finding outlets 
for Greek workers in other countries. The 
population is increasing faster than even 
a reconstructed Greece could support. 

The Netherlands already is making 
good progress toward recovery under her 
own reconstruction program. With $170,- 
000,000. from the U.S. under the Mar- 
shall Plan, plus income from the sale of 
some Dutch assets abroad, the Nether- 
lands could regain financial self-suffi- 
ciency by 1949. 

Revival of the German Ruhr and the 
return of a healthy amount of British 
trade with the Continent are essential to 
Dutch recovery. 

The other countries of Western Eu- 
rope are not likely to require any large 
amount of additional help from the U. S. 
They are well along toward recovery, 
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and a general revival of the European 
economy would put them out of danger. 
@ Total need of Western Europe for 
American dollars under the Marshall 
Plan thus figures out to about $7,679,- 
000,000, as the accompanying table 
shows. Large-scale participation by the 
World Bank could reduce the amount 
considerably. 

The aim of the plan would be largely 
fulfilled by the end of 1950, when all the 
participating countries except Italy and 
Greece would be strong enough to 
finance themselves. That is assuming, of 
course, that Western Europe will pitch 
in with all available resources and energy 
of her own to make the plan succeed. 

@ The result would be far from a return 
to peacetime levels of prosperity in Eu- 
rope. But it is now fairly clear that a 
well-placed expenditure of $7,000,000,- 
000 or $8,000,000,000 could give Europe 
the strength and hope she now lacks to 
cure her own sickness. 
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GERMANY’S JOB IN CONTINENT’S REVIVAL 


What the Western zones may be expected to 
contribute in coal,steel and manufactured 


goods to rebuild industry in other countries 


" Reported from BERLIN, 
PARIS and WASHINGTON 


Western Germany’s days of poverty 
are numbered. 

The split in Europe over the Marshall 
Plan puts a premium on the industrial 
strength that lies idle in the three West- 
ern zones of Germany. 

Leading nations of Europe who helped 
to crush Hitler’s Reich two years ago are 
now more interested in qualifying for 
.U.S. dollars than in punishing Germany. 
As a result, Germany's conquerors are 
studying plans to stimulate industry in 
the former enemy land so that Germany 
once again can play the role of dynamo 
for Europe’s economy. 

Gearing Western Germany into the 

reconstruction of Europe is accepted as 
a step necessary to get U.S. financial 
help for the Continent. 
@ Germany’s power to pull Europe 
toward recovery centers in the mines and 
factories of the areas occupied by the 
U.S. and Great Britain, running their 
zones jointly, and by France, still playing 
a lone hand but showing signs of a 
desire to co-operate. 

Here is what is contained in the three 
zones, which now may be put into high 
gear as part of a program for European 
recovery: 

In area, the three zones cover about 70 
per cent of Germany's surface. 

The population of the three zones in 
1939 was about 67 per cent of the total 
population of the country. Today, with 
an influx of refugees from the Russian 
zone and families deported from terri- 
tories Germany lost during the war, the 
percentage is somewhat higher. 

The arable land in the zones amounts 
to about 63 per cent of the total left to 
Germany. However, in food, the three 
zones are not self-sufficient. They require 
imports from the Russian zone and from 
other countries as well. 

In bread grains, a significant measure- 
ment, the three zones produced only 60 
per cent of Germany’s output before the 
war. 

Industrial potential is the chief strength 
of Western Germany. Of the three zones, 
the British is by far the most heavily 
industrialized. 


The mines of the three zones normally 
produce 78 per cent of present-day Ger- 
many's coal and ore. 

Iron and steel plants of the Western 
area can turn out 95 per cent of Ger- 
many’s products in this line. 

In nonferrous metals, the Western sec- 
to: produces 61 per cent of Germany’s 
total output. 

In heavy manufactures, the Western 
zones overshadow the Soviet zone. The 
three zones combined can produce 80 
per cent of Germany’s iron and steel 
wares, 56 per cent of all machinery out- 
put, 65 per cent of all vehicles, 57 per 
cent of nonferrous metal wares, 68 per 
cent of chemicals and 60 per cent of 
textiles. 

In light manufactures, the Western 
area is important, but not dominant. It 
normally produces 36 per cent of Ger- 
many’s electrical equipment, 52 per cent 
of the optical and precision instruments, 
and 51 per cent of the clothing. 


In industrial exports, the strength of 
the Western zones is even more striking. 
Judged by 1936 performance, the three 
zones can account for 85 per cent of 
Germany’s exports of mine products, 88 
per cent of exported liquid fuels and 
lubricants, 94 per cent of exported crude 
iron and steel, 72 per cent of exported 
primary nonferrous metals, 84 per cent 
of exported iron and steel] wares, and 73 
per cent of exported chemicals. 

In some export lines, the share of 
Western Germany, though less dominant, 
still is of key importance. The Western 
zones, by past performance, can account 
for 56 per cent of Germany’s machinery 
shipments, 32 per cent of vehicle ex- 
ports, 40 per cent of electrical exports, 
56 per cent of optical and precision in- 
struments that are sent abroad, and 70 
per cent of exported nonferrous metal 
wares. 

The importance of Western Germany’s 
exports to the rest of Europe is shown in 
the chart on the following page. In 1936 
—the last year in which the bulk of the 
German economy was operated on a 
peacetime basis—Germany was the larg- 
est supplier and the best customer 
of Austria, Bulgaria, Czechoslovakia, 
Greece, Hungary, Italy, Romania, 
Switzerland, Turkey and Yugoslavia. It 
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Germany: Potential Dynamo of European Recovery 
(Share of Europe's Imports Provided by Germany in Prewar 1936) 
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was first as a supplier and second as a 
market for the Netherlands, Poland and 
Sweden. 

@] What Germany is doing today is a 
far cry from the possibilities indicated by 
past performance. 

Coal production, the chief contribu- 
tion Western Germany can make to Eu- 
rope’s recovery, is way below schedule. 
Output is less than half the prewar aver- 
age, and at a time when Europe needs 
coal more desperately than ever. The 
poor showing made by mines in the 
Ruhr, within the British zone of occupa- 
tion, is largely responsible for this con- 
dition. The chart on the opposite page 
shows how the daily rate of coal output 
in the British zone dropped this spring. 
More miners are at work in the pits than 
last year, but each mines less coal in a 
day’s work than he did at the end of 1946. 
This is blamed largely on the food short- 
age and mismanagement of the mines. 

Coal exports from Germany to Eu- 
rope’s fuel-hungry factories, as.a result, 
are far below what is required. The Brit- 
ish zone in April this year exported 547,- 
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000 tons of coal, 40 per cent less than 
for a comparable period in 1946, seven 
months after the fighting stopped. 

For lack of coal, most other German 
industries are in the doldrums, making 
little contribution to Europe’s recovery. 
Germany is allowed to manufacture 
about 30 per cent as much steel as her 
plants could actually turn out, but cur- 
rent production is about half of what is 
allowed. The machinery, chemicals, tex- 
tiles and other goods that German fac- 
tories used to supply to Europe are not 
being produced in quantities large 
enough to satisfy even the needs of the 
Germans themselves. 

Germany’s exports thus have been very 
small compared to prewar figures. Last 
year, exports from the U.S. zone were 
3 per cent of prewar volume. Exports 
from the British zone, due largely to coal 
shipments, were 35 per cent of prewar, 
but at the cost of depriving the German 
economy of fuel. This year the export 
pace has been little better, except in iso- 
lated lines such as textiles, where special 
arrangements were made. 


TOTAL IMPORTS FROM ALL SOURCES 
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The obstacles that prevent Germany 
from making its full contribution to Eu- 
ropean recovery are partly economic, 
partly political. Attention of the U.S., 
Britain and France is now centered on 
removing some of these barriers. 

Partition of Germany into four zones 
of occupation has been the major handi- 
cap to German progress. Failure of the 
Anglo-French-Russian meeting in Paris 
makes it likely that the Russians will 
continue to run the Eastern zone of Ger- 
many in isolation from the Western 
zones. The problem is to be discussed 
again in November at the New York 
meeting of the Council of Foreign Min- 
isters. At present, the outlook for any im- 
provement there is not good. Meanwhile, 
the U.S. and Britain are continuing to 
tighten the economic fusion of their two 
zenes and have greater hopes now of in- 
ducing France to join them. 

Reparations claims of Russia and the 
Western countries that suffered from Ger- 
man aggression still remain to be paid. 
Owners of German factories, unable to 


find out whether their plants will be torn 
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down and sent away as reparations, hesi- 
tate to spend money to rehabilitate them. 

The food shortage has held back pro- 
duction efferts in Western Germany. In 
the U.S. and British zones, occupation 
authorities recently have been unable to 
meet even the low official ration of 1,550 
calories a day, to say nothing of the 
1,800-calory ration called for by U.S.- 
British plans. German farmers, finding 
nothing to buy with paper money, hoard 
their grain and cattle or sell in the black 
market. Workers, unable to get enough 
to eat with their ration cards, spend time 
hunting for food instead of working at 
their jobs in mines and factories. 

Outside financing from the U.S. and 
Britain has been limited largely to funds 
needed to fulfill the Army’s mission of 
preventing disease and unrest. This will 
amount to a billion dollars in the next 
three years, far less than would-be re- 
quired to spark a revival of industry. 

@ To get things going in Western Ger- 
many, U.S. and British authorities are 
preparing a sweeping set of measures. 
Thomas Hawkins, World Report staff 


correspondent in Berlin, provides these 
highlights: 

The level of industry for the two zones 
is being revised upward. German indus- 
try will be allowed to work at about 75 
per cent of the 1936 production rate, 
instead of the 55 per cent level set last 
year by agreement of the four occupy- 
ing powers. It is possible that the restric- 
tions will disappear entirely in the next 
two years because of Russians’ refusal 
to throw their zone into unified operation 
with the others. 

There is even a possibility that produc- 
tion of ball bearings and of vanadium 
will be permitted, although originally 
these were banned by the four allies. 

Assurance on reparations will be con- 
tained in the new measures. Germans 
will have an implied promise that the 
plants required to meet the new level 
will not be taken away as reparations. 
Now in preparation are lists of factories, 
once intended for shipment out of the 
country, that will be allowed to remain. 

The types of exports allowed out of 
Germany will be increased. Germans 
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will be allowed to ship heavy chemi- 
cals, machines, iron and steel goods as 
well as the coal, precision instruments, 
cameras, chinaware and toys they have 
been selling. All Europe wants spare 
parts and replacement machines from 
Germany. 

The German revival will not be limited 

to the heavy goods that other European 
countries require. Officials are becoming 
convinced that Germany's basic indus- 
tries will not pick up speed unless con- 
sumer goods are made available as an 
incentive to farmers and labor. The result 
may be a revival in every peacetime line 
of German industry. 
@ The cost to the U.S. is being figured 
out. Germany is going to need half a 
billion dollars for food imports next year. 
Her steel plants require Swedish iron 
ores. Mine timbers, aluminum, copper, 
sulphur, fertilizer, rubber, cotton, wool 
and oil are on her shopping list. The 
latest estimates are that Germany can 
absorb more than three billion dollars in 
the next three years to enable her to play 
her full part in a European revival. 
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POLITICS AND TELEPHONES: 


NEW HEADACHE FOR PERON 


Public suspicion of Government's ability to 
operate nationalized industries as result of 
graft scandal in communications system 


Reported from 


The Argentine Government is having a 
series of headaches in its new role as 
proprietor of the country’s principal tele- 
phone system. Charges of graft, favor- 
itism and inefficiency have been raised. 
And an increase in wages is expected to 
force an unpopular boost in rates. 

Troubles with the telephone system 
are causing misgivings among the Argen: 
tine people about what will happen when 
the Government begins to operate steel 
mills and other enterprises under Presi- 
dent Juan D. Perén’s Five-Year Plan. 
And the telephone troubles are shaking 
public confidence in Miguel Miranda, 
top man in the nation’s economic man- 
agement. His name is linked so closely 
with the graft charges that the Peronist 
bloc of the Senate recently summoned 
him to make an explanation. 

@ Troubles started the first of this year, 
when the Government acquired the Un- 
ion Telephone Company from the Inter- 
national Telephone and Telegraph Com- 
pany for $95,000,000. The Government 
set up the Argentine Mixed Telephone 
Company (EMTA) to run the property. 
EMTA is controlled by the Government 
but part of its stock is owned privately. 

Friends of Miranda and of President 
Peron were put into many of the key jobs, 
although they lacked experience in the 
telephone business. 

“Under the sale arrangement, the 
I. T. & T. agreed to provide all technical 
advice and assistance desired by the new 
owner, reports Bernard S. Redmont, 
staff correspondent of World Report, in 
a dispatch from Buenos Aires. “But 
I. T. & T. technicians found their advice 
seldom was sought.” 

Service began to deteriorate, and there 
were rumors of crooked work. 

EMTA President Alberto Ramon Fre- 
tes, a protege of Miranda, and seven di- 
rectors finally were removed and an in- 
vestigation was started. 

@ Graft charges now are _ pending 
against Fretes, Jaime Sandler, an ousted 
assistant manager, and Horacio Zambo- 
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nini, an ousted netary and counsel. The 
charges involve amounts as high as 
$750,000 and include such counts as 
collecting “kickbacks” from dealers on 
items bought by EMTA. 

In addition to the graft charges, the 
investigation brought to light more than 
50 other irregularities involving a num- 
ber of individuals. 

When the present head of EMTA, 

Luis A. Laguarda, asked the court for 
permission to act jointly with the Gov- 
ernment as a plaintiff against the three 
men, his request was denied on the 
ground that he, too, had been accused 
of irregularities. Laguarda is a relative 
of Miranda. 
@ “Wage increases for telephone work- 
ers, provisionally approved by the Gov- 
ernment but not yet made public, will 
amount to 40 per cent,’ Redmont re- 
ports. “Adoption of the new scale will 
mean that wages alone will take 100 per 
cent of current income. 

“Higher rates will be the inevitable re- 
sult. This is being discussed quietly. It 
will be politically unpopular. 
~ “Another likely change is the abandon- 
ment of the universal unlimited rate sys- 
tem and gradual installation of a meter- 
ing system with charges based on the 
number of calls made.” 

Currently, telephone subscribers in 

Buenos Aires are permitted an unlimited 
number of local calls. Basic monthly 
charges range from $2.68 for a private 
family in the city to $5.35 or $6.69 for 
cafes, bars and restaurants. Few public 
pay stations exist. If one wants to make 
a casual call, it is customary to use the 
telephone in a cafe or a tobacco shop. 
EMTA may increase its revenue by in- 
stalling more public pay stations. 
@ Best way out of the present troubles 
is getting the attention of Miranda and 
others high in the Government. Mean- 
while, EMTA’s present managers are 
consulting I. T. & T. experts more often 
than formerly, but the experts have no 
real power. 
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TELEPHONE TRAINEES 
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A possible solution that has been sug- 
gested is to call the I. T.&T. back to 
help manage the property for a year or 
two while EMTA personnel learn the 
business. The Government of Spain did 
this after buying an I. T. & T. property. 
@ The telephone lesson may help the 
Government to avoid similar grief in 
other phases of its nationalization pro- 
gram. 

Railroads soon to be taken over from 
the British will be operated by present 
officials for five years, under the terms 
of the purchase contract. These officials, 
along with those running railways “al- 
ready owned by the Government, assure 
plenty of trained personnel for the Brit- 
ish lines. 

In the steel plants and other industries 
to be built under Perén’s Five-Year Plan, 
as well as on the railways, the question 
of whether managers shall be qualified 
experts or political friends is likely to bob 
up repeatedly. With the telephone 
troubles in mind, Argentines are wonder- 
ing how this question will be answered. 
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IMPROVED CROP OUTLOOK 
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AS AID TO RUSSIAN POLICY 


Possibility of grain for export to strengthen 
Communist parties in Western Europe and 
to exchange for much-needed machinery 


Russia now is regaining a powerful 
ally: food. 

It is fairly certain that Russia and 
most of her satellite countries in Eastern 
Europe will harvest enough grain this 
year to meet their own needs and, per- 
haps, have something left over for export. 

The improvement in the food outlook 

is to have a powerful effect on Russia's 
internal situation and on her relations 
with the rest of the world. 
@ Russia anticipates a total grain crop 
of between eighty and ninety million 
tons, if conditions remain favorable. That 
would be an increase of about one third 
over last year’s yield, but still would be 
well below prewar production. More 
food means much to Russia. 

The Five-Year Plan will be helped to 
get back on schedule if workers get more 
to eat and if Russian grain is exchanged 
for machinery from Western Europe. 

Living standards, now very low in Rus- 
sia, may be expected to improve as food 
prices come down. Low-income families 
in Russia now are spending four fifths 
of their wages on food. 

Morale will be improved by the lifting 
of food rationing, perhaps by the end 
of this year. 

@ Western Europe has poor crop pros- 
pects. A bad corn crop in the U.S. may 
mean less U.S. grain for export than had 
been anticipated. Thus Russia’s food can 


be sold in Western Europe very dearly. 


Even a little will get a lot for Russia. 

In France and Italy, where Communist 
parties are strong, Russia can trade grain 
for political advantage. The Kremlin 
knows that a few shipments of wheat to 
the right places at the right time can 
strengthen local Communists. 

Even with food desperately short, 
Moscow managed last year to send some 
wheat to France and a token shipment to 
Italy. The shipments were publicized 
thoroughly in both countries. 

In Britain and Scandinavia, where the 
Communists are less powerful, Russia 
can trade her grain for manufactured 
goods, especially heavy machinery. 


Britain and the Soviet Union have 
been negotiating a trade agreement that 
would exchange Russian wheat, corn and 
canned fish for British steel, rails, electric 
generators, heavy trucks and other ma- 
chinery. 

The British also have been negotiat- 
ing with Yugoslavia for bacon and eggs 
and with Hungary for bacon, eggs, 
poultry, vegetable oil, lard and other 
foodstuffs. 

Even small shipments of food for 
Britain from Eastern Europe would ease 
somewhat the dollar pressure that is 
worrying British officials, because the 
United Kingdom then could reduce the 
amount of dollars she spends for food in 
the U.S. 

@ In Eastern Europe, also, more food 
means a strengthening of Russia’s hand. 
U.S. experts doubt that any of the satel- 
lite countries in Eastern Europe will 
depend on U.S. food after the 1947 
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THRESHING WHEAT: Rise in output means fall in food prices for Russians 


harvest. With the food situation in hand, 
Russia can consolidate her gains in the 
Balkans, Hungary and Poland. 

Although crops this year in Eastern 
Europe will be far below prewar levels, 
they will be a great improvement over 
last year. Most of the countries in that 
region normally export food. 

Yugoslavia has had a good growing 
season so far and expects the yield of all 
grains to be average or better. Barring 
the possibility of some weather disaster, 
Yugoslavia will have food to export this 
year. 

Hungary will produce about enough 
food for her own needs with perhaps a 
little to spare. Acreage is considerably 
below prewar levels due to lack of draft 
animals and farm equipment, but weath- 
er conditions generally are favoralle. 

Romania and Bulgaria will be consid- 
erably better fed than last year, when 
famine struck parts of both countries, but 
neither will have food for export. 
Drought for the third straight year ruined 
winter crops. Rain has fallen recently, 
however, and prospects for summer crops 
are good. 

Poland has suffered considerable dam- 
age to her crops from winter kill and 
floods but compensated somewhat by 
planting more potatoes this summer. 

Czechoslovakia’s crop outlook for this 

year is good. 
@ Throughout Europe, Russia’s position 
is likely to be strengthened by the im- 
proved prospects for food in the Soviet 
group of nations. 
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MORE AND CHEAPER FOODS 
FOR OIL-RICH VENEZUELA 





Rockefeller assistance in program aimed at 
developing nation’s agricultural resources 
and reducing dependence on costly imports 


Private capital from the U.S. now is 
to join the fight on food shortages, Vene- 
zuela’s No. 1 problem. Working through 
a series of local units, U.S. interests in- 
tend to help improve production, proc- 
essing and distribution of food. 

These interests are convinced that efh- 

cient methods not only will raise stand- 
ards of living but also will pay out finan- 
cially. 
@ Basic trouble is that Venezuela 
doesn’t produce enough food for her own 
needs. Her territory, seven times as large 
as‘New York State, contains big expanses 
of rich land. Two thirds of her four mil- 
lion people are engaged in agriculture. 
But farming methods are primitive. Facil- 
ities for processing and storing food are 
lacking or inadequate. Transportation is 
‘unsatisfactory. 

Result is that large amounts of food 
must be imported. Oil workers can pay 
the high prices commanded by imported 





food, but the bulk of the people cannot 
afford to buy it. Malnutrition, thus, is 
widespread. 

The Venezuelan Government, which 

long has recognized the seriousness of the 
problem, now is attacking it through the 
Venezuelan Development Corporation, 
formed last year. The Corporation is 
spending nearly $20,000,000 this year for 
investigations and improvements in vari- 
ous aspects of food production. It is buy- 
ing farm machinery and it is improving 
farm-to-market roads. 
@ The U.S. interests now joining the 
fight are under the leadership of Nelson 
A. Rockefeller, who, as wartime Co-or- 
dinator of Inter-American Affairs, helped 
to make a start toward improving stand- 
ards of living in Venezuela. 

With his four brothers, Rockefeller 
has set up the American International 
Association for Economic and Social De- 
velopment and the International Basic 
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VENEZUELA FARMER: Primitive methods add up to an underfed nation 
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NELSON ROCKEFELLER 
His money for modernization 


Economy Corporation. These groups al- 
ready have launched a series of projects 
to improve agriculture in Brazil, and now 
they are going into Venezuela. 

@ Operations in Venezuela are to be in 
the hands of the Venezuela Basic Econ- 
omy Corporation (VEBC), a subsidiary 
of the International Basic Economy Cor- 
poration. 

The Standard Oil Company (New Jer- 
sey) and Royal Dutch Shell, both of 
which have large operations in Vene- 
zuela, have agreed to take $13,000,000 
worth of preferred stock, in VEBC. The 
Venezuelan Government, which invited 
the Rockefellers into the country, may 
put up half the capital of each subsidiary. 

Subsidiaries of VEBC will deal with 
specific phases of the food problem. Thus, 
one is being organized to process and can 
fish. Another is to reconstitute powdered 
milk from the U.S. A third is to ware- 
house and distribute foods. Others will be 
established as the program develops. 

Primary attention is to be given to in- 
creasing production and lowering oper- 
ating costs per unit, in order to reduce 
costs to consumers, 

Venezuelan personnel will be used 

extensively. Agricultural technicians from 
Venezuela will be trained, at Rockefeller 
expense, in the Inter-American Agricul- 
tural Institute, in Costa Rica. 
@ Control of all corporations initially 
will be in the Rockefellers’ hands. But as 
each subsidiary becomes successful, or 
not more than 10 years after it is estab- 
lished, Venezuelan interests will be given 
a chance to buy a majority of the com- 
mon stock. 

The Rockefellers, thus, expect even- 
tually to yield control. But in the mean- 
time they risk several million dollars on 
the conviction that efficient units will pay 
out and at the same time help increase 
and cheapen Venezuela’s food supply. 
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<< Dispatch 


BRITAIN’S PLAN TO USE TAX 
TO DISCOURAGE DIVIDENDS 


Labor Government's proposal for fighting 
inflation and fostering expenditures for 


expansion and repair of industrial plants 


Reported from LONDON 
and WASHINGTON 


Britain’s Socialist Government is about 
to conduct an experiment in taxation that 
many American businessmen hope will 
be imitated by the United States. 

What the British are planning is to 
penalize corporations for distributing the 
bulk of their earnings as dividends, and 
to encourage business to plow profits 
back into plant expansion and repair. Un- 
der U.S. tax laws, exactly the reverse is 
true: Corporations are encouraged to dis- 
tribute profits to their stockholders, pe- 
nalized for building up corporate reserves. 

Urgency behind Britain’s proposed tax 
law is a growing fear of inflation and a 
tremendous need for capital with which 
to rebuild English homes and industry. 
Enactment of the legislation is expected 
momentarily. Idea of the Labor Cabinet 
is that a curb of dividends will keep new 
money out of the hard-pressed market 
for consumer's goods. At the same time, 
corporations will be in a position to use 
their increased reserves for capital im- 
provement. 

@ England’s new tax is to work like this: 

Undistributed profits, those kept by 
companies and not distributed as divi- 
dends, are to be taxed 5 per cent. 

Distributed profits are to be taxed 12% 
per cent before distribution. 

The new taxes on profits are in addition 
to the standard rate of 45 per cent on 
busmess earnings. Levies on profits will 
be collected first and deducted before the 
standard rate is applied. 

Opponents of the new tax fear that, in 
the long run, it may turn out to be a 
check on investment rather than a 
stimulus. They point to the fact that the 
Government makes no promise of lower 
rates on dividends in the event of a profits 
slump in the future. 

The program is part of the Govern- 
ment’s economic plan for the current 
fiscal year. With industry booming and 
profits big, tax pressures are being in- 
voked to hold down the supply of 
money available for consumer goods. 
Even without the new tax on profits, the 


Government figures that about thirty-two 
billion dollars will be in the hands of con- 
sumers bidding for only twenty-eight bil- 
lion dollars’ worth of goods. 

Rather than add to that inflationary 
pressure, the Labor Government hopes to 
foster increased capital formation this 
year. Estimates are that about 20 per 
cent of the national income, or $6,400,- 
000,000, is needed in new capital. 

The Government’s position is sum- 
marized by William H. Lowe, staff corre- 
spondent for World Report, in a dispatch 
from London. He says: 

“Chancellor of the Exchequer Hugh 
Dalton thinks too much is being paid out 
in dividends and too little plowed back 
into working capital. He calls dividends 
the clearest case visible of an inflationary 
element in the nation’s economy.” 

q@ In the U.S., retention of reserves is 
discouraged by the controversial Section 
102 of the Internal Revenue Code. This 
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is a penalty tax, in addition to the stand- 
ard rates ranging from 21 to 38 per 
cent, against companies that withhold 
profits “beyond the reasonable needs of 
the business.” 

The penalty rate is 27% per cent on 

retained earnings up to $100,000, and 
38% per cent above that figure. 
@ Tax collection methods have consid- 
erable bearing on the differing ap- 
proaches to dividends taken by the U. S. 
and British governments, regardless of 
the economic philosophy of the two gov- 
ernments. 

The U. S. Treasury gets two cuts from 
profits when they are paid out in divi- 
dends. First, the corporation is taxed on 
total profits, before dividends are dis- 
tributed. Then the individual receiving a 
dividend must include it in his taxable 
income. Since these taxpayers often are 
in the high brackets, the Treasury gets a 
big percentage of the payment. 

The British Treasury, on the other 

hand, allows a credit against individual 
income for the tax paid by corporations 
before dividends are distributed. Thus it 
has little to lose in discouraging large 
dividends. 
@ Dividend control in England is in- 
tended as a temporary measure during 
an inflationary period, but opponents fear 
the policy will be preserved. No matter 
how long it lasts, the first year of such 
control is certain to be studied closely in 
the United States. The results will be 
used as a guide when general revision 
of the U.S. revenue structure is under- 
taken next year. 
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He wants a curb on dividends to curb inflation 
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DRIVE BY BRITISH FOR AUTO MARKETS 


Beginning of industry‘s all-out competition 
with U. S.-type cars as means of obtaining 
dollars needed for purchase of goods abroad 


Reported from LONDON 


A revolution is beginning within the 
automobile industry of Great Britain. 

British cars now are to challenge 
American automobiles in world markets 
previously dominated by the U.S. 

Britain needs money which may be 
exchanged for dollars to pay for imports. 
As a result, Britain’s auto industry is pull- 
ing out the stops for an all-out compe- 
tition with the U.S. 
qj Easy money earned by Britain’s swift 
conversion to peacetime industry after 
the war is drying up. 

Through 1945 and most of 1946, while 
a wave of strikes cut into the output and 
exports of U.S. industry, Britain’s Labor 
Government persuaded British auto 
makers to send 50 per cent of their pro- 
duction into world markets. 

As a result, for this period Britain 
became the world’s largest exporter of 
automobiles. Before the war, in Switzer- 
land, for example, five to six American 
cars were sold for each British car. Last 
year, the British sold Swiss buyers two 
cars for every car reaching Switzerland 
from the U. S. 

Now the sellers’ market throughout 
the world is slowly becoming a buyers’ 
market. Britain, making a car of 1939 
design to meet a demand for transporta- 
tion built up during the war, must com- 
pete with U. S. 1946-47 models. 

That is why Britain now is preparing 
to drop her smaller, less powerful, more 
expensive and clumsy looking models 
for a U.S.-type car. 

@ The competition thus arising is com- 
pletely new. Britain’s automobile indus- 
try has been growing up behind a do- 


mestic market carefully protected from | 


U.S. competition and from the needs 
of the world market. 

In 1920, when U.S. auto production 
threatened to wreck the British industry, 
Britain set up a system of taxation de- 
signed to make the upkeep of American 
cars too costly for British motorists. 

Owners of U.S. Fords, Chevrolets or 
Plymouths in Britain are paying an an- 
nual tax based on horsepower that totals 
$140. Most British-made cars, though 
smaller, cost Britons only $40 a year in 
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taxes and travel more miles on a gallon 
of gas. In addition, cars made outside 
Britain must pay a duty of 33.3 per cent. 
Thriving on the home market, Britain 
made 390,000 cars in 1938, about one 
fifth of U.S. output. On the world mar- 
ket, Britain sold to her Empire, but found 
other buyers preferred U.S. models. 








-ntettiy Colaie Wak ellen et 


| plonts produced only. military equ 
| small but efficient cars designed to ment. Britain, France and Russia | 
' © eahaar godess yoy ocaamt 

| “the annual tox haans ‘on nb peering 


@ The shift to exports for Britain’s auto 
industry is geared by a shift in taxation. 
After Jan. 1, 1948, the tax on horsepower 
for new cars is to be removed. A sales 
tax of 66.6 per cent is to hit cars selling 
for more than $4,000. 

What this means is that the British 
market is opening up to manufacturers 
turning out a larger, more powerful and 
cheaper automobile. Currency restric- 
tions and a system of import licenses 
will keep out U.S. cars for the time 


being. But Britain’s manufacturers must 
compete with U.S. cars on the world 
market. 

Three fifths of British production is to 
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go to exports. Domestic demand for autos, 
now estimated to be in excess of 1,000,- 
000 cars, must wait while auto manufac- 
turers earn “hard currency” abroad. 

Some Britons will suffer from the 
change. Wealthy Britons who want big 
cars like the Rolls Royce or the Bentley 
must pay in excess of $20,000 for them. 
In the parliamentary debate that pre- 
ceded the shift in taxation, however, 
the Chancellor of the Exchequer, Hugh 
Dalton, said Britain would be better off 
if such cars were sold abroad to earn the 
U. S. dollars and Argentine pesos for raw 
materials and wheat. 

Dealers in the big cities of Britain 
who specialize in small cars may go out 
of business due to lack of merchandise. 
Secondhand auto dealers, who have been 
making fortunes on car sales since the 
war, expect to lose money while buyers 
wait for better and cheaper cars. 

Changes in industry are to be ex- 
pected. Of 56 models of autombiles now 
produced by 34 manufacturers in Great 
Britain, only three are as large and 
powerful as those manufactured in the 
U.S. The rest are built to fall within 








certain categories of the horsepower tax, 
now eliminated. 

Now the shift is to turn the other way. 
More U.S.-type cars and fewer small 
models are to be made. Companies mak- 
ing several models may concentrate on 
one model with only the largest com- 
panies like Lord Nuffield’s Morris Mo- 
tors, Ltd.; Ford Motor Company, Ltd.; 
the Austin Motor Company, and a few 
others making more than one model. 

Standardization is to be accompanied 
by a drop in prices. The Austin company 
already saved buyers of its 110 Sheerline 
model more than $1,000 by cutting the 
sales price down to $3,996 from $4,000, 
thus avoiding the new luxury tax. 

Small companies may disappear. Six 
of Britain’s big companies now produce 
more than 90 per cent of British motor 
output. Smaller companies must turn to 
custom-built luxury cars to survive. 

@ The drive now beginning is not to 
bring Britain into direct competition with 
U.S. models overnight. Complete retool- 
ing may take three years. A portion of 
British industry is to concentrate on cars 


less powerful than U. S. models. 
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Sales talk is well advanced in world 


markets. In Portugal, where Britain is 
outselling the U.S. by more than two 
to one, the Oporto auto show, largest of 
the Continent since the war, had 18 
British exhibitors out of 44. 


Stop-gap contracts are calculated to 


earn dollars and raw materials for the 
industry with current models while some 
plants slow down production for retool- 
ing. British Ford has just signed a $443,- 
000 contract with Yugoslavia and Al- 
bania for cars and trucks to be delivered 
against dollars and copper. 

Shortages of raw materials, par- 
ticularly steel, may slow down output be- 
low the monthly rate of 27,496 passenger 
cars established in May. But steelmakers 
now are getting first call on coal while 
auto makers get first call on steel, 

The target toward which the British 
auto industry is driving is a slice of the 
world market previously in U.S. hands. 
Currently there are enough customers 
for all cars exported by the U.S. and 
Britain. By 1948, however, U.S. and 
British cars of the same type are to be 
in direct competition for the first time. 
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WHERE BRITISH 
AUTOS GO 


(1946 EXPORTS) 
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New Zealand............. 7,096 | 

WIE a scnioshsalecncigie 5,430 | 

Denmark .......ccccceceseeee 4,997 7 
Union of South Africa 4,885 | 
SWEdEN ..ccesssssessseseseese 3,487 Se 
Netherlands 91392 Fae 
Switzerland ............... 2,688 | 
AREER SO | 
| Ea Se | 
Argentina ..........00. 1,974 | 
ee : 
AUSHHGliG ciccccccccccccscoeee 1,317 | | 
aU citiccctinepsesicnece "0,295 | 
COREE cosssescccsserecccee 733 | 
Other countries .......... 26,950 A 

1946, total exports.... 69,883 | ‘ 


1938, total exports.... 44,123 
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—— Dispatch — 
AMERICA’S ROLE IN THE DUTCH EAST INDIES 


Growing pressure for peaceful settlement 
between Netherlanders and Indonesians 


that would permit area to resume exports 


Reported from BATAVIA 
and WASHINGTON 


A firmer U.S. policy is developing 
toward the Netherlands East Indies, 
where political unrest has kept vital raw 
materials off world markets for nearly 
two years. 

Washington isn’t going to take sides in 

the Dutch-Indonesian dispute but is mak- 
ing it increasingly clear that a shooting 
war should be averted if possible. Fur- 
thermore, the United States feels that 
both sides should be placing more em- 
phasis on resolving Indonesia's economic 
problems. 
@ Behind U.S. pressure for a prompt 
and peaceful settlement by the Dutch 
Government and the young Indonesian 
Republic are two economic groups: 


ange 
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U. S. PRESSURE ON INDONESIAN LEADERS... 
Premier Sjarifoeddin (right) and Economics Minister Gani 


American investors want to realize 
some return from their $500,000,000 in- 
vestment in the Indies. American oil 
interests, as an example, could be pro- 
ducing 20,000 barrels of gasoline daily, 
thereby helping to relieve the shortage 
at home, if the war clouds were to dis- 
appear. 

American consumers want to obtain 
more of Indonesia's spices; kapok, twine, 
palm oils, cigar tobacco, quinine and rub- 
ber. A dispute over ownership between 
the Dutch and the Indonesians is holding 
up exports of approximately $100,000.- 
000 worth of these scarce items. 

@ Trump card the United States can 
use in inducing a peaceful settlement in 
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«++ TO EXPORT RAW MATERIALS... 
The U. S. once got half its rubber supply from the Indies 





Indonesia is the ability to provide finan- 
cial assistance for rehabilitation of the 
islands. 

A recent Washington note, which 
promised a loan from the United States 
if the Dutch and Indonesians concluded 
an agreement, is credited with postponing 
a new clash. 

The danger of war'still exists, but the 
U.S. has not abandoned hope that the 
Dutch will agree to resume negotiations 
with Amir Sjarifoeddin, a moderate and 
wartime underground leader who is to 
head the Republic’s new coalition gov- 
ernment, 

Dutch occupation costs in the East In- 
dies are $1,000,000 a day. This includes 
the maintenance of an army of nearly 
100,000 men and an extensive naval 
blockade. As a result, the Dutch financial 
position in Indonesia is serious. 

Indonesian finances also are low as a 
result of military costs and the Dutch 
blockade of the Republic's ports. But like 
the Dutch, Indonesians know that a loan 
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from the United States, or the attraction 
of new U. S. capital, hinges on peace and 
order in Indonesia. 

Prospects of U.S. aid are bright once 
the Indonesians come to terms with the 
Dutch. The U. S. Export-Import Bank has 
$100,000,000 earmarked for East Indian 
purchases in the U. S. An even larger loan 
also is under consideration by the World 
Bank. Repayment does not pose a seri- 
ous problem, since Indonesia can export 
many products that the U.S. wants to 
buy. 

@ The “big nine” exports of the Indies 
all are linked up with the U. S. economy. 

Oil represents America’s principal in- 
vestment, but production remains at a 
standstill. The world is losing 600,000 
barrels of gasoline a month, because the 
Standard-Vacuum Company has sus- 
pended its rehabilitation work as a re- 
sult of the uncertain political situation. 

Natural rubber for the U.S. market 
now is coming mainly from Malaya. Be- 
fore the war, the U.S. got half its sup- 
ply from Indonesia. The Goodyear and 
U.S. Rubber companies have heavy in- 
vestments in the Indies, but are proceed- 
ing cautiously with their rehabilitation 
work, 

Sugar is to represent a lucrative source 
of international exchange for Indonesia 
once the existing stockpiles can be ex- 
ported. A spot check on Java’s sugar mills 
by the International Emergency Food 
Council reveals a surplus of 200,000 tons. 
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»«+ AND AVERT FURTHER BLOODSHED AMONG THESE NATI 


At current prices, this would bring ap- 
proximately $30,000,000. 

Pepper is coming out only in dribbles. 
The U.S. before the war imported 96 
per cent of its needs from the Indies. The 
industry needs rehabilitation loans. 

Kapok, the filling for mattresses and 
life preservers, is blockaded in areas con- 
trolled by the Indonesian Republic. Sup- 
plies are large. Before the war the Indies 
supplied 91 per cent of America’s kapok 
needs. 

Tin is mined in areas controlled by the 
Dutch. Production this year is expected 
to reach 20,000 tons, of which the U. S. 
hopes to get nearly half. 

Tea exports are small because the In- 
dies’ plantations were neglected during 
the war. Before the war, the Indies sup- 
plied 31 per cent of U.S. tea needs. 

Palm oils are available in large quanti- 
ties, but exports continue to lag. Twenty 
thousand tons of-palm oils are blockaded 
in Republican-controlled areas. 

Quinine, obtained from cinchona bark, 

which is grown almost exclusively in Java, 
still is scarce in the U.S. because the 
Dutch and Indonesians cannot agree on 
the ownership of 450 tons of quinine in 
stockpiles. 
@ These are the reasons for Washing- 
ton’s desire to avoid a shooting war in 
the East Indies and why a more active 
role can be expected from the U. S., State 
Department in the future. 

Evidence of the new emphasis on the 
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A job for an economist 


economic interest of the U. S. in Indonesia 
is the appointment of an economist, rath- 
er than a political expert, as American 
consul-general at Batavia. The appointee 
is Charles A. Livengood, whose last as- 
signment was as economic counsellor for 
the U.S. Embassy in Rome. 

In its new approach to Indonesia, the 
U.S. is hopeful that untangling of the 
economic knots will make it easier to re- 
solve Indonesia’s political differences. 
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VE TROOPS 


Armed Indonesians drain the new Republic's budget, keep raw materials off world markets 


JULY 15, 1947 © 17 

















—— Dispatch 


Reg. Appa. for U. 8. Pat. Of. 


PROSPECTS FOR DEMOCRACY IN HUNGARY 


Little evidence of police rule under new 
regime that continues old coalition of 
Communists, Socialists, Small Landholders 


Reported from BUDAPEST 


The Communists are not trying to take 
control of Hungary at present. 

This is the situation revealed by in- 
vestigation on the ground by World 
Report Staff Correspondent Robert Klei- 
man, who has just completed a tour of 
Hungary. After talking with political 
leaders of all parties, businessmen, peas- 
ants, workers and Western diplomats, 
Kleiman reports: 

The political battle over the Three- 
Year Plan, just enacted reveals that the 
reins of government in Hungary are still 
held by a broad coalition, little different 
from that which has ruled the country 
for the last two years. 

Within this coalition, Social Democrats 
work closely with Communists to coun- 
terbalance the influence of the majority 
Small Landholders Party. But govern- 
ment still remains a triparty affair. 

Fears that Hungary would become a 
police state are not being realized right 
now. Russian influence remains cautious 
and indirect as before. Hungarians, by 
and large, are still running their own 
Government and economy by compro- 
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DEPUTY PREMIER RAKOSI 
Among Communist moderates 
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mise and reconciliation of divergent in- 
terests. The country still is moving slowly 
in the direction of Socialist reform, rather 
than revolutionary communism. 

Such few outbreaks of violence as are 
taking place are still local, occasional and 
directed: primarily against the extreme 
right. This group largely has escaped 
retribution thus far for its part in Nazi- 
fying Hungary and bringing her into the 
war as Hitler's ally. 

Arrests by the Communist-controlled 
security police in connection with the 
recent conspiracy trials number about 
100. Soviet military courts have tried 
only half a dozen Hungarians in six 
months. American military courts in Ger- 
many exceed that number in a single day. 

The major political parties, represent- 
ing 90 per cent of the electorate, are 
campaigning freely after rejecting Com- 
munist proposals for a combined slate 
with a prearranged result. 

There is much better than a 50-50 
chance that elections next autumn will 
take place under conditions virtually as 
free as those prevailing during the 1945 
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MINISTER OF JUSTICE RIES 
Socialist member of the Cabinet 


elections, when the Small Landholders 
captured 57 per cent and the left parties 
40 per cent of the vote. The new electoral 
law, drafted by Socialist Minister of 
Justice Istvan Ries to exclude wartime 
Nazis, will bar the polls to only 5 per 
cent of the electorate. 

@ Communist intentions are distrusted 
by most non-Marxists in Hungary, who 
fear that the Communists are aiming at 
a Soviet regime at an early date. This is 
denied vigorously by the Social Demo- 
crats, who say it is impossible, and by 
the Communists themselves, who insist 
that they want a national unity or coali- 
tion government at least until comple- 
tion of the reconstruction plan in 1950. 

Whatever view one takes of this con- 
troversy, current events demonstrate that 
the Communists, who hold 17 per cent 
of the seats in Parliament, are not strong 
enough to take power peacefully in 
Hungary today. 

Moderate elements among the Com- 
munists, led by Deputy Premier Matyas 
Rakosi, are unwilling to risk civil strife 
at present to gain one-party control. It 
is these elements, rather than the Com- 
munist extremists led by Interior Min- 
ister Laszlo Rajk, who seem to have the 


-support of the Soviet occupation forces, 


The record shows that the Russians 
thus far have been more interested in 
maintaining stability through,a broad 
coalition Government than in the early 
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RIGHTIST LEADER SULYOK 
He leads the opposition 




















achievement of communism in Hungary. 
Communism imposed on Hungary might 
not outlast Soviet occupation, and cur- 
rently, through violent peasant and 
middle-class reaction, it might disturb 
Russia’s line of communications to the 
Soviet Army in Austria. 

Thus, the Russians who, as the occu- 
piers, possess ultimate governmental au- 
thority, have allowed the formation and 
functioning of diverse political parties. It 
was the Russians who authorized the func- 
tioning of the opposition Liberty Party, 
led by lawyer-banker Deszo Sulyok. 

This party controls 10 per cent of the 
seats in Parliament and is made up of 
deputies expelled from the Small Land- 
holders Party for their rightist views. 
A few of Sulyok’s meetings have been 
broken up by Communist hecklers. But 
it was Socialist printers who closed down 
his daily newspaper. There is still a good 
chance that he will be able to take part 
in the autumn elections. 

American diplomats say that Soviet 
authorities have intervened more than 
once to restrain Communist extremists 
whose tactics at times have threatened 
to destroy the coalition Government. 

The Russians have intervened more 
frequently, however, to keep Hungarian 
rightists in line. They supported Ferenc 
Nagy as Premier until they became con- 
vinced that he had allied himself secretly 
with the rightists who were determined 
to break up the coalition. They aided 
the maneuvers by which the Socialists 
combined with the Communists to force 
Nagy’s resignation. Now, with Soviet ap- 
proval, the coalition has re-formed on 
much the same basis as before. 

@ National unity, achieved through the 
coalition despite political maneuvering 
behind the scenes, has permitted Hungary 
to outstrip virtually every other occupied 
country in economic reconstruction. 

Recovery has proceeded at an impres- 
sive pace. Vigorous construction and re- 
pairs have erased most of the scars of 
war. Coal output has been restored to 82 
per cent of the prewar level and industrial 
production to 65 per cent. Inflation has 
been halted and the currency stabilized. 
The shops of Vaczi Utca, Budapest's 
Fifth Avenue, are filled with an assort- 
ment of goods few European capitals 
can match. 

Low living standards, however, lie be- 
hind this glittering facade. Few Hun- 
garians can afford to buy Vaczi Utca’s 
luxury goods. Wages and salaries are fixed 
low, but prices are extremely high. 
Reparations contribute to the deflation 
hardships. Unemployment is widespread 
and increasing. Empty tables predom- 
inate at Budapest’s many sidewalk cafes. 
. Lack of co-ordination between the 
Government and private sectors of the 
economy has endangered the reconstruc- 
tion drive. Extension of Government ipi- 
tiative and control in the economic field 
has taken place piecemeal under com- 
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Hungarian and foreign correspondents speak to Smallhoider leader 


bined Communist-Socialist pressure. Each 
new encroachment on private enterprise 
has been delayed from six to nine months 
by a political struggle precipitated by 
Small Landholder opposition. 

Coal, electric power and aluminum 
production have been nationalized in the 
last two years. Government manage- 
ment, retaining private ownership, has 
been imposed on three giant corporations 
controlling the bulk of Hungary’s steel 
and machinery output. But light industry 
and trade, which constitute a much larger 
part of Hungary’s industrial economy, re- 
main in private hands. 

Raw materials and machinery have 
been funneled off into luxury trades, 
where profits are high. Production of low- 
priced essentials has lagged behind. In- 
dustrial expansion has begun to stall. Un- 
certainty has inhibited private invest- 
ment, and the Government until now has 
lacked authority to fill the gap. 

@ The Three-Year Plan is the left bloc’s 
solution to this.dilemma. It is to substi- 
tute over-all economic planning for piece- 
meal Government intervention. It will in- 
volve production quotas, raw materials 
allocations, man-power direction, credit 
control and nationalization of 13 major 
banks. It aims to regain the prewar level 
of output by 1950 through Government 
investment of $585,000,000 in industry, 
agriculture, communications and housing. 

This program of the left bloc underlay 
the series of political crises last winter 
and spring that resulted in the ouster of 
Premier Nagy. The Three-Year Plan was 
opposed by Small Landholder rightists, 
constituting a majority of the Party, and 
by the Party leadership headed by Nagy. 

Discovery of a rightist plot to seize 
power through a military coup—a plot 


that implicated prominent leaders of the 
Small Landholders Party, including some 
of Nagy’s closest associates—enabled the 
Communists and Socialists to force 
Nagy’s resignation. The agrarian wing of 
the Small Landholders Party, headed by 
present Premier Lajos Dinnyes, then 
assumed leadership of the Party. 

A compromise draft of the Three-Year 

Plan was drawn up jointly by the Small 
Landholders, the Communists and the 
Socialists in interparty conference, and 
Dinnyes now has succeeded in carrying 
his entire Party with him in obtaining 
parliamentary approval. The Commu- 
nists and Socialists, in turn, have prom- 
ised to propose no new economic reforms 
before 1950. 
@ The coalition Government functions 
today much as it did before Nagy’s resig- 
nation. Dinnyes is somewhat to the left 
of Nagy in his own political views, but 
his Party is identical to that which Nagy 
led. He cannot commit his Party to deci- 
sions unacceptable to it. 

When 60 per cent of the Small Land- 
holder deputies in Parliament indicated 
that they would vote against the first 
compromise draft of the Three-Year Plan, 
Dinnyes was forced to reopen interparty 
negotiations. Although they might have 
swung a majority with the aid of Dinnyes’ 
supporters, the Communists and Socialists 
preferred to accept four basic amend- 
ments, rather than split the coalition. 

The Socialists know that majorities 
mean little in a country with no demo- 
cratic tradition. Only coalition with the 
Small Landholders can assure the peasant 
co-operation essential to Hungary's re- 
construction. Prospects are that Hungary 
will continue to have a coalition Govern- 
ment for some time to come. 
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1921, which saw depression 
on both sides of the Atlantic? 
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The task now engaging the statesmen and 
economists of two continents is the charting of a 
smoother economic transition from war to peace 18 
than that which followed World War I. This 
time the problem is even harder to solve. World 
War II was longer, involved more people and 17 
more drastic economic changes, and caused far 
more physical damage and destruction than the 
war of 1914-18. | Ta 

Comparison between the present period and 
the years after World War I gives a sharp picture 
of what today’s planners are trying to avoid, 15 
The Worldgraph shows the total value of U.S. 
exports and imports for the first years after each 
war. The dollar was worth more a quarter cen- 14 
tury ago, so the larger apparent totals after 
World War II are deceptive. The important 
thing, however, is the year-to-year shift during 13 
each of the two periods. 

The first year after each war, war-swollen ex- - : 3 . | ¢ 
ports from the U.S. continued at record levels. 12 Ba ates 5G 
Imports were far below exports. aoe tod 

U.S. exports both in 1920 and this year ma Te agra ox 
be “Box Tbe ouriad as a result of Europe’s sasvviias L EXPORTS 10.8 PSEA A TE 
efforts to fill urgent needs. Relief shipments, bor- . oe 
rowings, and exports from European nations were : 
all stepped up in the effort to finance and main- 10. 
tain the flow of goods to Europe. 7 

In 1920, the gap between U. S. exports and im 
ports was actually smaller than it had been the 9 
year before. Optimists at that time hoped that | 
natural forces would continue this trend and the 
abnormalities inherited from the war would 8 
gradually vanish. The urge to return to normal | 
led to a withdrawal of U. S. Government partici- 
pation in the financing of European needs. A 7 
“tight money” policy, both domestically and in- 
ternationally, was followed by declining prices. IMPORTS HG 
The price drop, in turn, was followed by a pre- C . 
cipitate drop in both exports and imports in 1921. 
Both the U. S. and Europe suffered. 

In 1947, figures based on the first quarter of the 2 
year show that the gap between exports and im- 
ports will be greater than it was in 1946: If other 
factors should repeat the pattern of 1921, this 4 
might indicate an even sharper reaction in 1948 
than in 1921. 

The parallel between the two periods drawn 3 
in the Worldgraph—and the question mark in 
1948—points up the urgency of the problem. 
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THE UNITED NATIONS WITHOUT RUSSIA 


Two courses that non-Soviet members might 
follow should Moscow persist in a policy of 


obstructing efforts for 


(There is increasing public discussion 
of the question whether the U.N. can 
succeed if Russia, one of the most pow- 
erful members, consistently uses her 
preferred position to obstruct its opera- 
tion and development. The prospect 
that such a situation may prevail indefi- 
nitely is bringing increased interest and 
urgency to the further question of what 
remedy can and should be applied. In 
this brief analysis, WORLD REPORT 
examines the problem.) 


5 frog most easily discouraged about 
the U.N. say there apparently is 
no way of working with Russia and no 
way of getting rid of her. They cite 
Russia’s record since the war and her 
unquestioned right of veto against ex- 
pulsion. However, if Russia should ob- 
struct all efforts to operate the U.N. 
as designed, there are two courses of 
action open to the other member states, 
by which they could continue the or- 
ganized pursuit of security and prog- 
ress, which are the goals of the U. N. 

The non-Russian members could 
bend every effort to develop those pow- 
ers and capabilities of the U.N. with 
which Russia cannot interfere. Or, 
should that course fail, they could with- 
draw collectively from the U.N, and 
establish a similar organization from 
which the Soviet states would be ex- 
cluded. 

Intelligent consideration of the first 
course—that of working within the pres- 
ent U.N. structure despite Russian re- 
sistance—requires a clear understanding 
of the objectives, capabilities and limi-- 
tations of that organization. Its aims— 
world peace, security and progress—are 
well understood. Not so its capabilities 
and limitations. Apparently, the U.N. 
has been “oversold” to the public. Those 
who know the Charter best always have 
recognized and proclaimed that the 
maintenance of peace and security is 
a capability of the U. N. only with the 
full co-operation of the great powers. 
The U.N. is not an organization “with 
teeth in it” that will fight to enforce 


peace and security 


peace. It never could coerce legally any 
of the five veto powers—nor could it 
coerce either the U.S. or Russia, even 
if there were no veto. 

This being the case, Russia’s obstruc- 
tive tactics really have not deprived 
the U.N. of the power to enforce 
peace. That power never has existed. 
Russian resistance merely has prevent- 
ed the co-operation that would bring 
about world security—with or without 
the U.N. 


The Veto Question 


In theory, Russia’s power to prevent 
the U.N. from functioning as planned 
and hoped for, is limited to matters of 
substance in the Security Council, 
where she has the veto. The Russians 
have no such veto in the General As- 
sembly, the International Court, Trus- 
teeship Council, Economic and Social 
Council, or subsidiary organs. In prac- 
tice Russia can delay and divert the 
deliberations of these bodies. However, 
in the last analysis, she cannot prevent 
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a majority from determining the final 
action. —~ 

It would seem, therefore, that in 
many instances Russia's delaying tactics 
could be overcome by firm action on 
the part of the majority to limit dis- 
cussion and to expedite business. In 
this field, where neither absentation nor 
veto has effect, the U. N., if determined 
to do so, could function without Russia. 

But what can be done, in spite of 
Russian opposition, in the field of en- 
forcement action in the Security Coun- 
cil, where there is the veto? 

The Charter provides for “regional 
arrangements’ for dealing with appro- 
priate matters of security, and recog- 
nizes the individual or collective rights 
of self-defense for member states in 
case of armed attack—until the Security 
Council acts. There is no restriction on 
the term “regional,” nor on the “ar- 
rangements’ except that they must ac- 
cord with the U.N. principles. They 
are not subject to approval by the 
Security Council. 

However, “regional” enforcement ac- 
tion requires approval by the Security 
Council, except in case of “armed at- 
tack.” In such cases, measures of “re- 
gional” defense may be taken until the 
Security Council takes action necessary 
to maintain peace. Since any one of the 
veto powers can prevent such action by 
the Council, it follows that measures of 
“regional” self-defense can be kept free 
of Security Council interference. 

It would appear, therefore, that the 
full measure of security attainable by 
the U.N. in the face of continued Rus- 
sian non-co-operation could be provided 
by organizing a “regional arrangement” 
of member states outside the Soviet 
group, with the understanding that the 
veto would be used, if necessary, to 
prevent unwelcome interference by the 
Security Council in action taken under 
that “arrangement.” 

The maximum effectiveness of such 
a regional “arrangement” would be at- 
tained if all non-Soviet states joined it, 
if they pledged all their resources to 
collective defense, and if they agreed to 
consider any direct evidence of planned 
aggression as an “armed attack.” The 
extent to which such “arrangements” 
could be consummated would depend 
largely on the degree of provocation 
provided by Russia at the time. 
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An alternative course, if Russia 
should continue indefinitely to obstruct 
the operation and development of the 


_ U.N., would involve withdrawal of non- 


| Soviet powers from the U.N. and the 
_ construction of a new organization from 


a, a 


which the Soviet states would be exclud- 
ed until they were ready to co-operate. 
Assuming, for purposes of compar- 


\ ison, that a new organization would 


onemiineieanaiaal 


aes are ae 


comprise the same states and provide 
the same resources as available through 
“regional arrangements,” this scheme 
would have definite advantages as re- 
gards security. It would not be limited 
to defense “against armed attack.” It 
would not have to resort to a question- 


_ able use of the veto in order to transfer 
_ a major function of the Security Coun- 


cil to a regional group. It would have 
all the advantages of being a straight- 


_ forward organization of the non-Soviet 


states, reluctantly undertaken, because 


of Russia, in order to handle their own 


problems, and to defend themselves, if 


_ necessary, against aggression from the 


A ee 


Soviet world. 

As regards those functions and activ- 
ities of the U. N. in which Russia can 
delay, but not prevent, action, the new 


_ organization would be able to operate 


more expeditiously and effectively. In 
its new charter, it could improve on the 
old. On the other hand, much of the 


value of such activities, notably those of 


_ the General Assembly, Social and Eco- 
-~ nomic Council, and the International 


Court of Justice, depends on their uni- 
versality. The loss in this field would 
tend somewhat to counterbalance the 
advantage of more efficient operation. 


Some Disadvantages 


But before seriously considering a 
wholesale withdrawal from the U.N. 


* due to Russia’s persistent non-co-opera- 


tion, there are certain factors which, 


' though of intangible and indirect value 


compared with the more obvious gains 


‘in efficiency, are nevertheless highly 


important. 

The U.N. is man’s most ambitious 
and extensive effort to abolish the 
curse of war and to develop for him- 
self a world of security and progress. 
For some forty-odd states to withdraw 
would be a confession that this effort 
had failed—a responsibility they should 
be loath to accept, except as a last 
resort. Furthermore, in appraising Rus- 
sia’s action with a view to justifying 
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~Official U.N. 


The Russian contingent speaks for nearly 300,000,000 


such a withdrawal, it is recognized that 
the peace settlements and the recon- 
struction of Europe have not yet 
reached a stage where they are the 
direct concern of the U.N. Neverthe- 
less, Russia’s policy of non-co-operation 
in Europe on matters has coincided with 
her policy in the U. N. to such an extent 
that the time may not be far distant 
when the U.N. will have to consider 
both situations as one. This may prove 
to be the real test as to whether the 
U.N. can survive in its present form. 

The problem of the U.N. with and 
without Russia may be summarized as 
follows: 

(a) Since the war, both within and 
without the U. N., Russia has failed to 
co-operate with the other great powers. 

(b) The over-all pattern of such non- 
co-operation will not be apparent until 
the European situation is clarified. 

(c) If Russia continues to employ 
tactics of obstruction in the U.N., that 
organization, by firm action on the part 
of the majority, can effectively over- 
come Soviet resistance—except in cases 
of security and enforcement where the 
Russians have a veto. 


(d) In such matters, where the Rus- 
sian veto can block effective action, the 
non-Soviet states could circumvent Rus- 
sian resistance, in large degree, by con- 
stituting themselves a “regional ar- 
rangement” under the Charter. 

(e) This “arrangement” could pro- 
vide for collective defense against 
armed attack, and for large-scale com- 
mitments for that purpose. Member 
states could be prepared to interpret 
the term “armed attack” liberally in 
their own favor, and to rely on a 
friendly veto in the Security Council to 
prevent its interfering with any action 
they considered necessary. 

(f) If, under such conditions, Russia 
remained an insurmountable obstacle 
and it became impossible to maintain 
even the form of the United Nations, 
then all states not under Russian control 
could withdraw from the United Na- 
tions and reorganize without the Soviet 
group. They could keep the door open 
for a new Russia that some day may 
emerge, but until that day comes they 
could see to it that their new organiza- 
tion would be, in effect, a defensive 
military alliance. 
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on World Commodities 
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Increased demand for fertilizer to enrich 
war-neglected soil. Probability of priority 


for chemical plants in reconstruction plan 


Outstanding deficiency in Europe's 
struggle to feed itself boils down to a 
shortage of nitrogen. U.S. officials, 
consequence, foresee that an important 
part of the Marshall Plan for Europe will 
be an arrangement permitting sharp in- 
creases in production and importation of 
nitrogen fertilizers. 

As this need is met, Europe's takings 
of American grain and*meat will decline 
from the abnormal levels of the present. 
But until farmers in Germany, France, 
Italy and elsewhere in Western Europe 
have access to supplies of nitrogen on a 
prewar scale, the call upon America for 
food is to remain urgent. 

Not all fertilizers are short. Production 

of potash and phosphates is even with 
world demand, although there are scat- 
tered shortages due to faulty distribution. 
Taking the world as a whole, nitrogen 
output is back close to prewar levels, but 
requirements now are considerably 
higher. 
@ U.S. action is not likely to involve 
any immediate sharing of domestic 
stocks to augment European supplies. 
With high prices for their crops, many 
American farmers are finding it profitable 
to increase yields by use of fertilizer. 

Under the proposal of Secretary of 
State George C. Marshall, however, the 
U.S. Government might work for agree- 
ment in Europe on the proportion of 
coal to be allocated to production of 
synthetic nitrogen. As in many other 





LOADING NITRATE IN CHILE: A record output would still go 
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instances, coal is the bottleneck limiting 
Europe’s own production of fertilizer. 

@ Nitrogen needed for the world’s farms 
in the 1947-48 crop year is estimated at 
3,300,000 tons. But anticipated supplies 
will provide less than 73 per cent of that 
amount, or about 2,400,000 tons. 

Neglect of soils during the war years 
has multiplied fertilizer requirements of 
many countries. This is especially true 
in the smaller countries of Europe, where 
land holdings are small and intensive 
farming is the rule. 

Larger populations to be fed are forc- 
ing increased plantings, but yields will 
stay low until the soil can be enriched. 

Competition from Asia is cutting into 
the supply of fertilizer that can be spared 
for Europe. Failures in rice crops are 
resulting in shifts to wheat and other 
grains. These changes add to the Asiatic 
demand for nitrogen. 

@ World supply of nitrogenous ferti- 
lizers for export comes from Chile, Can- 
ada, Britain, Norway and Belgium. Their 
output is offsetting the loss of production 
in Germany, Austria, Japan and Korea. 

Production is up in the U. S., too, but 
so is demand. As a result, the U. S. is not 
likely to become a net exporter of nitro- 
gen, even if more plants that produced 
it for munitions are converted to fertilizer 
factories. Some are being utilized, but 
operating costs are so high that the search 
for additional nitrogen probably will be 
directed elsewhere. 


NITROGEN: EUROPE’S BASIC SHORTAGE 


Germany, leading producer of syn- 
thetic nitrogen before the war, is a po- 
tential source of additional supplies for 
Europe, but plant reconstruction, more 
coal and relaxation of occupation policy 
are barriers that would have to be over- 
come. 

Herbert Hoover, former U.S. Presi- 
dent, after a food survey of Europe, 
recommended that more of Germany's 
nitrogen capacity, estimated at 1,500,000 
tons at the start of the war, be restored. 

As it stands now, however, there is 
not enough coal to operate the nitrogen 
plants that were undamaged by the war. 
As a result, occupation authorities have 
had to import fertilizer into Germany in 
an attempt to increase food production. 

Chile’s nitrates are counted on to pro- 
vide a record 288,000 tons of nitrogen 
this crop year, of which all but about 
10,000 tons will be exported. 

Additional production could be ob- 
tained from Chile, but the owners of her 
deposits are looking for customers who 
have commodities needed in Chile. The 
result is that they prefer to do most of 
their business with the U. S., so that they 
can be paid in dollars. 

Further financial aid to Europe from 

the U.S: through the Marshall Plan may 
give rise to additional shipments from 
Chile. That will depend on what pri- 
orities are set up for the use of dollars 
advanced to finance the program. 
@ Ultimate goal of planners trying to 
overcome the temporary shortage of fer- 
tilizer is to get more food for a hungry 
world. 

The need for food is certain to give 
fertilizer a high priority in plans to stimu- 
late economic recovery in Western 
Europe. 


~Ewing Galloway 
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Private Funds Can Be Transferred 
From the U.S. to Other Countries 





Transfers of private funds from the 
U.S. to other countries now are gaining 
momentum as a result of relaxation of 
wartime controls on financial transaction 
between nations. 

“Defrosting”’ of bank and brokerage 
accounts held by persons living abroad 
is resulting in repatriation of assets, al- 
though some dollar-hungry governments 
are taking over such accounts and re- 
imbursing the holders in local currencies. 
Many refugees who brought money to 
the U.S. just before the war now are 
sending remittances abroad to help out 
friends and relatives, 

Banks, post-office branches and cable 
companies report a marked increase in 
inquiries on how to send monéy abroad. 


How about trade payments? 

These are beginning to flow more free- 
ly, but exchange controls abroad still lim- 
it the amount of dollars that may be re- 
ceived overseas. U.S. Government li- 
censes are required only for payments to 
Spain and Portugal. As a gerieral rule, 
these are granted readily, with the license 
system merely keeping a record of money 
sent. No payments may be sent to Ger- 
many, Japan, or Korea, but Government 
officials are considering opening up chan- 
nels for such transactions. 


Are remittances restricted? 

Funds for individuals and _ institutions 
are no longer restricted, except to Spain, 
Portugal, Germany, Japan and Korea. 
A big spurt in private gifts of money 
abroad is apparent this year. If such re- 
mittances continue at the present pace, 
they will run over $900,000,000 in 1947, 
as compared with a total of $187,000,000 
in 1939. 


What's the.German situation? 

Only transactions permitted at the pres- 
ent time are payments by U. S. companies 
to agents in Germany who are doing work 
for the Military Government authorities. 
Simplest method of sending money to 
occupation troops is through postal money 
orders sent to APO addresses. 


Does the same apply to Japan? 

Yes. Current rules leave it up to the 
occupation authorities to prescribe con- 
ditions for financial transactions with the 
rest of the world. Since no exchange rate 
has yet been set for the yen, there is no 
way. of determining values even if re- 
ceipt of money from abroad were al- 


lowed. 


May currency be sent? 
The U.S. has no prohibition that gov- 
erns the sending of cash abroad, but most 


other countries still have restrictions on 
the amount of dollars that can be im- 
ported, with severe penalties for viola- 
tions. Officials in the United States frown 
on sending of cash as likely to lead to 
operations in the black market, even if 
the money reaches its destination. More- 
over, the practice generally is discour- 
aged as unsafe. . 


What transfers are fastest? 

Most direct method of sending money 
overseas is by cable transfer. These can 
be dispatched at urgent or deferred rates, 
with the recipient given immediate no- 
tice to pick up the money upon proper 
identification, 


What other ways are there? 

Other methods of transferring money to 
persons in other countries include bank 
drafts, air-mail payments and postal mon- 
ey orders. The latter are good for amounts 
up to $100, but additional orders are 
needed for each $100. 


What exchange rates are used? 
Recipients of funds sent from the U.S. 
are paid in local currencies at the bank 
rate for dollars prevailing on the date of 
payment. In most cases, these rates are 
close to the official rates set by govern- 
ments, varying a bit according to eco- 
nomic conditions. In Germany, agents of 
U.S. firms allowed to receive payments 
get 10 marks for every dollar deposited 
by the firm with the War Department's 
Chief of Finance in Washington. In Aus- 
tria, the exchange rate is 10 schillings to 
the dollar and remittances now may be 
made through any of the regular banking 
channels. 


How are drafts handled? 


Drafts can be purchased at commercial 
banks in the U.S. and may be paid for 
directly or by charging the account of 
the sender, if he is a customer of the 
bank. They may be redeemed abroad 
by branches of U.S. banks or by banks 
of other countries that are correspondents 
of the issuing institution. Most U. S. 
banks have a service charge of 50 cents 
for drafts up to $1,000 and $1 for those 
over $1,000. 


What are air-mail payments? 


With the development of transocean 
schedules for air mail, this method of 
transferring funds is gaining in favor, 
especially among business houses. What 
it amounts to is a letter from one bank 
to another certifying that a specified sum 
is on deposit in the U.S. bank and ask- 
ing that the equivalent in local currency 
be credited to the recipient. The corre- 


spondent bank is asked to hold the sum 
for payment to the recipient upon proper 
identification. 


How about travel funds? 


Travelers starting out from the U. S. may 
arrange to have letters of credit or 
travelers’ checks sent to them at stated 
intervals, provided they sign the neces- 
sary documents before their departure. 


When are postal orders used? 
Postal money orders may be used at any 
time at the discretion of the sender, but 
are most commonly employed for trans- 
ferring funds when the amounts are small 
and time is relatively unimportant. The 
U.S. Post Office Department has ar- 
rangements for exchange of money or- 
ders with most other countries, some 
making payment on the original orders 
and others on orders reissued by ex- 
change offices of the paying countries. 


Are domestic orders good? 

Domestic money orders of the U.S. are 
valid in Canada, Newfoundland, Cuba 
and most of the British possessions in the 
West Indies. Fees charged are the same 
as for domestic orders, ranging from 6 to 
22 cents. Postal conventions, however, 
provide such orders must be drawn in the 
currencies in which they are to be paid. 


What about other countries? 


Postal money orders to other countries 
are sent on an international form, for 
which the fees range from 10 cents to 
$1. Payment on original orders from the 
U.S. is made in Australia, Eire, Hong 
Kong, Malaya, New Zealand and the 
Union of South Africa. For other coun- 
tries, postal remittances are reissued by 
exchange offices of the paying country. 


How is payment made? 

Except for the areas of North America 
that honor domestic money orders of the 
U.S., a special notice must be sent by 
the U.S. Post Office Department to the 
postal service in the country where pay- 
ment is to be made. This notice is held 
as proof of the claim to be made by the 
recipient of the order and is forwarded 
to the specific post office serving the dis- 
trict where the payee lives. 


How long are such orders valid? 
International money orders are valid for 
one year from the date of issue. If pay- 
ment is not claimed within 30 days after 
the paying office receives notice that the 
order has been issued, the payee is re- 
quested by mail to apply for payment. 
If there is no response after a year, the 
order is returned to the U. S. 
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When a Feller needs “Your Unseen Friend” 


©1947, T. 1. N. Co, 


Yes, Willie certainly needs a “nickel”...a 
five-cent piece to pay for his best girl’s 
bottle of pop. 


But it could be a guerche, if he were in 
Egypt, a drachma in Greece, or a piaster 
in Turkey. And lots of other names in other 
places. They are all coins made with Your 
Unseen Friend, Nickel. For coins made of 
Nickel, or one of its alloys, have been 
adopted by more than 100 Governments. 


Not all of these coins have the same face 
value, but they all have one thing in com- 
mon. They all have an Unseen Friend in 
Nickel. 


For coins must be made of a metal not 
too hard to be stamped out...yet hard 
enough not to wear out. They must be easy 
to mint, difficult to counterfeit. And they 


must keep a pleasing color through the 
years. 


Just one more way Nickel is Your Unseen 
Friend. It’s “Unseen” because Nickel is 
usually combined with other metals and 
you seldom see it in its pure state. It’s 
your “Friend” because it serves you often 
and well. 


Send for your free copy of “The Romance of 
Nickel.” Address Dept.59. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
New York 5,N.Y. 


EMBLEM .. OF SERVICE 


Nickel 


...Your Unseen Friené 






40€ mate 
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The British already are counting on the Marshall Plan for aid..... 





Otherwise, more serious attempts would be in process at this time to cut 
back British imports. The gap between imports and exports in May was the record 
peacetime rate of $2,700,000,000 a year, a crushing bill to pay. 

The latest ‘import cuts in Britain were made with U.S. approval. 

Will Clayton conferred with the British Government before the cuts were 
announced. He knew how necessary they were. Clayton's aim was to make sure 
U.S. goods would not suffer from discriminatory cuts. 

Reductions to be made may not be discriminatory but they are specially 
selected to decrease the North American drain on British cash. 

Tobacco imports, to be cut further, come largely from the U.S. In 1946, 
Britons bought 85 per cent of their tobacco from the U.S. for $222,000,000. 

Gasoline imports, now to be reduced, cost $125,000,000. One third came 
from the U.S.; most of the rest came from Curacao and Iran. Less gasoline for 
Britain means more gasoline for Americans. In the Middle West gasoline is scarce. 

Newsprint imports into Britain will be reduced. Virtually all of Britain's 
newsprint comes from Canada and Newfoundland. These producers will find no 
difficulty at all in selling elsewhere whatever Britain does not take., Probably 
they can get higher prices, too. 

Motion-picture imports may have to bear a heavier tax in Britain. This 
would weigh heaviest on U.S. films. Application of this tax is to be delayed, 
but the weapon is at hand when needed. Actually, British theaters could not run 
continuously showing new films if imports of U.S. films were cut drastically. - 

Hugh Dalton seems to be shadow-boxing. Even if British imports, of tobacco, 
gasoline, and newsprint were halved, the total of her current imports would drop 
only about 3% per cent. The bulk items--food, raw materials, machinery--are not 
to be trimmed. They are the seed corn. 

The truth is that Britain's imports are amazingly close to absolute min- 
imum already, unless her standard of living and her morale are to deteriorate. 
She cannot build up exports unless the flow of imports is maintained. She can- 
not even count on lower prices for the things she must buy abroad. 


























British buying is largely in a price strait jacket..... 

Bulk buying, through Government channels, accounted for 64 per cent of 
total British imports. last year. Only one third came through commercial channels. 

Long-term contracts are a feature of bulk buying appealing to consumers. 

Stable prices for set periods are another feature, appealing to producers. 

Such prices, usually set below the market, seem fine to the buyer when prices 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


are rising. But when most prices are declining, they stick out like a sore thumb. 
That is the position the British Government will be getting into shortly. 

It means that the cost of Britain's imports will not drop so rapidly as those 

of some of her competitors, unless her suppliers get soft-hearted. 


Tightening of belts is to remain the fashion in Britain..... 
More textiles are to be exported at the expense of the needs of the British 
people. In 1946, textile exports made a miserable showing. 
More automobiles and trucks are to be exported at the expense of home demand. 
More steel will be produced this summer, and more will go into exports. 
But it isn't just a case of production; marketing is becoming important. 
British salesmen are finding it harder to sell their wares as time goes on. 
British goods, many of them, need dressing up, need 1947 faces. Changes 
to be made in automobiles for export show realization of this need. Competition 
is to force much face-lifting of British products with the prewar look. 




















Broader convertibility of sterling after July 15 will divert some buying 
from British to other markets. British pounds earned by other countries will 
once more become available for use anywhere. 

Fearing such diversion, Britain is trying to persuade India, Irag and other. 
creditors to agree to convert their sterling balances only in minimum amounts. 








The World Bank bonds to be offered this month are expected to sell readily. 

The short-term issue of 2% per cent bonds is reported to be attractive to 
U.S. commercial banks, considering the big premium over par at which comparable . 
maturities of U.S. Treasury 2% per cent bonds are selling. 

The 25-year issue, at 3 per cent, is aimed chiefly at insurance companies 
and savings banks. Comparable issues of the U.S. Treasury yield about 2.3 per cent. 

Canadian banks and insurance companies also are expected to buy the Bank's 
bonds, following action by the Canadian Parliament. 

The two issues together total $250,000,000, replacing the similar amount 
recently loaned to France as a first installment on her reconstruction program. 

Loanable funds of the Bank, after the sale of these securities, still will 
total only about $720,000,000 in U.S. dollars. That is not much in-relation to 
loan applications now on. hand for more than two billions. 

If the Bank is to lend much in Europe soon, it must market further large 
issues of its bonds. These pilot issues are merely a test of the market. The 
Bank's officials don't expect any trouble selling up to the equivalent of the 
U.S. subscription of $3,175,000,000 to the Bank. This amounts to a guarantee 
that World Bank bonds at least up to this amount will be paid off, no matter 
what happens to other members of the Bank. Beyond this point, selling in the 
U.S. may get more difficult. But that is a long way off. 

















U.S. motorists can expect a larger proportion of natural rubber in tires soon. 

Restrictions on use of natural rubber are to be eased, following pressure 
by producing interests on the U.S. at the rubber conference in Paris. 

This means sacrifice sales of tire inventories will be speeded up, to get 
rid of tires now on the market containing as little as 2 per cent natural rubber. 

U.S. stockpiling of natural rubber for security purposes is to be started 
up soon again. This will help relieve the current glut of rubber. 
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SALTZMAN: U.S. Occupation Chief 


Fg MEMBER is preparing to join 
the team which Secretary of State 
George C. Marshall relies on to assist him 
in directing the operations of U. S. policy 
in international affairs. 

He is Charles Eskridge Saltzman, sol- 
dier and businessman. His assignment is 
Assistant Secretary of State for Occupied 
Areas. His responsibility is to help formu- 
late policy, implement policy and sell 
policy dealing with the U.S. zones in 
Germany, Austria, Venezia Giulia, Korea 
and Japan. 

With peace treaties still remote, and all 
areas plagued by economic, political and 
social difficulties, the job that confronts 
Saltzman is no sinecure. It involves, in 
effect, overseeing the part the U.S. has 
assumed in the complex task of govern- 
ing approximately 175,000,000 people 
throughout the world. 

Saltzman is taking over the work from 
Maj. Gen. John H. Hilldring, who was 
drafted from the Army 14 months ago to 
set up this new section of the State De- 
partment. Hilldring was to serve only 
half a year, until things were operating 
smoothly, but he was prevailed upon to 
remain longer until his personal affairs 
made him decide to resign. 

@ Two advantages are on Saltzman’s 
side as he gets ready to step into Hill- 
dring’s shoes. 

The first is that the new Assistant 
Secretary has direct knowledge of the 
multiple problems existing in occupied 
areas. A brigadier general when the war 
ended, Saltzman served as director of 
public administration in Austria at a 
time when conditions there were most 
chaotic. After that experience, he needs 
no indoctrination in the difficulties which 
occupied areas present. 

In this, Saltzman has much in com- 
mon with Hilldring. Before being drafted 
by the State Department, Hilldring was 
chief of the U.S. Army’s Civil Affairs 
Division, which supervises civil admin- 
istration in the occupied countries. 

The second advantage Saltzman en- 
joys is that he is to have the benefit of 
some six weeks’ tutoring by Hilldring on 
the intricacies of the job before he ac- 
tually takes it over. 

Hilldring’s resignation is not effective 
officially until September 1. Saltzman is 
reporting ahead of time so he can work 
with his predecessor during the next 
month and a half and “go to school,” so 
to speak, until he formally takes the oath 
of office. 


A hard-bitten soldier and realist, Hill- 
dring is reported to be a capable mentor. 
Both he and Saltzman understand Army 
language and the Army’s role in the 
occupied areas. 

q@ A link with the Army is something 
the new Assistant Secretary of State has 
always had. 

Saltzman’s father was Maj. Gen. 
Charles McKinley Saltzman. During the 
elder Saltzman’s tour of duty in the 
Philippines, young Charles was born in 
Zamboanga on Sept. 19, 1903. 

As is often the case with sons of career 
officers, Saltzman subsequently won an 
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Freshman on State Department team 


appointment to the U.S. Military Acad- 
emy at West Point in 1921. He proved 
a brilliant student and was one of the 
first two graduates of the Academy se- 
lected as Rhodes scholars for study in 
England. 

Returning to military duty in the U. S., 
he was detailed for a while as a White 


House aide during the Administration of 


President Herbert Hoover, but he re- 
signed his Regular Army commission in 
1930 to enter private business. 

His first experience was with the New 





York Telephone Company, where he 
ultimately became an executive. From 
there, he went to the New York Stock 
Exchange and became one of its vice 
presidents. During this time, he was 
active in the New York National Guard. 

After the fall of France in 1940, Saltz- 
man was ordered to active duty and, 
once the U.S. became involved, served 
until the end of the war. 

Saltzman participated in the invasion 
of North Africa in November 1942. He 
was decorated for facilitating the occupa- 
tion of key objectives and for subse- 
quently enlisting the co-operation of 
French and Moroccan officials. | 

When the Allied armies carried the 
war to continental Europe, Saltzman 
served as Deputy Chief of Staff to Gen. 
Mark W. Clark throughout the bitter 
campaign of the 5th Army on the Italian 
peninsula. 

Returning to civilian life after duty in 
occupied Austria, Saltzman went back to 
his vice president’s job with the New 
York Stock Exchange. It was from that 
post that President Truman summoned 
him for service with the State Depart- 
ment. 

@ The problems that are to confront 
Saltzman in his new post are much the 
same as those Hilldring has been facing. 

The inventory is a familiar one—food, 
economic rehabilitation, the fostering of 
democratic practices, revival of inter- 
national trade, displaced persons in Eu- 
rope, the Communist threat, and a host 
of other issues. 

In Europe, all these problems may 
become more complicated if a final blue- 
print is worked out for the Marshall plan 
which harnesses the resources of the 
U.S. zones in Germany and Austria to 
the general recovery program. 

A vigorous man of 43, Saltzman is not 
the type to be intimidated by any mul- 
tiplicity of problems. His friends say 
that he has never fumbled any important 
opportunity to make good. They expect 
him to run true to form as the freshman 
member of Secretary Marshall's State 
Department team. 

Despite Saltzman’s demonstrated abil- 
ity, however, criticism of his appoint- 
ment would cause no surprise in Wash- 
ington. His Regular Army background 
gives ammunition to critics abroad who 
have been finding fault with the U.S. 
for using so many former officers in key 
diplomatic posts, on the grounds that is 
a symptom of militarism. 

@ Speculation at the moment is 
whether Saltzman’s regime as Assistant 
Secretary for Occupied Areas will see the 
State Department take over from the 
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Army the government of occupied coun- 
tries. This shift was originally planned 
to take place guly 1, 1946, but never 
came off. The then Secretary of State, 
James Byrnes, was not enthusiastic about 
the idea, and there was a shortage of 
proper personnel for the work. As a 
result, the Army continued to supervise 
the governments, carrying out such poli- 
cies as the State Department decides. 
The Department's attitude on the sub- 
ject underwent a change when Secretary 


Marshall took over. He believes it de- 
sirable to put the occupied areas under 
direct supervision of the State Depart- 
ment as an important step toward return- 
ing conditions to normal. 

Saltzman will have his hands full if 
the shift is added to his other responsi- 
bilities. Not only are capable employes 
still scarce, but the State Department 
has had its budget cut by Congress. Con- 
siderable ingenuity will be needed to do 
the job right. 


EINAUDI: Italy’s Economic Manager 


| eave is reversing the trend in postwar 
Europe by stepping out with a pro- 
gram of free enterprise and Government 
decontrol. Socialists and Communists 
throughout Europe are saying that only 
rich nations can afford such policies. 

Italy is not rich, but is perched on the 
brink of bankruptcy and inflation. For 
this very reason a Cabinet without So- 
cialists and Communists is looking to 
Luigi Einaudi (pronounced Lu-e-gee 
Ay-now-de) (accent on second syllable 
both first and last name) 73-year-old 
Vice Premier and Minister of the Budget, 
for a policy that will attract U.S. aid. 
@ Dollar appeal, not long-term plan- 
ning, is what led Premier Alcide de Gas- 
peri to appoint Einaudi economic man- 
ager for Italy. 

Italy closed its fiscal year on June 30 
with a budget deficit of about $1,700,- 
000,000 at the official rate of exchange. 
To get through 1947, Italy will need 
$685,000,000 worth of food and indus- 
trial imports, but can pay something less 
than $300,000,000 for these from her ex- 
ports. 

The difference, $385,000,000, is to be 
met by loans and relief grants. Premier 
De Gasperi did not need to tell Parlia- 
ment where Italy was to get the money. 
Even the representatives of Italy’s 3,200,- 
000 Communists admit that Italy will be 
dependent on U.S. loans for the next 
three or four years. 

What worries De Gasperi is that the 
U.S. aid will come in driblets until such 
time as Europeans, even without Russia 
and some of her satellites, can get to- 
gether on a plan to pool their resources 
and show the U.S. where dollars will 
do the most good for the continental, 
not national economy. 

Until then, Italy must get along as best 
she can with U.S. relief and stop-gap 
loans. Italian Communists, waiting to 
take over and swing Italy into Russia’s 
sphere of influence if De Gasperi and 
Einaudi fail to hold out, would like to 
wreck the Government, but are anxious 
to avoid saddling themselves with the 
responsibilities of governing in this cru- 
cial period. 

There are signs, in fact, that the Com- 
munist and part of the Italian Socialists 
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allied with them are quite willing to pro- 
test on the sidelines while Einaudi, using 
methods they condemn, undertakes re- 
forms most Italians agree are essential. 
@ Lira economies in the national budget 
are a part of Einaudi’s program. He wants 
to dismiss between 30 and 40 per cent 
of the civil servants. He plans to cut down 
the program of public works which gob- 
bled up about 37 per cent of last year’s 
budget. He has the power to do this be- 
cause no expense may be incurred by any 
ministry without his approval. 

Subsidies are to be cut if Einaudi can 
stay in power long enough to put his pro- 
gram into action. Relief payments to un- 
employed are to be reduced. 

The tax system is to be reorganized to 
catch tax dodgers. Real and industrial 
property now taxed on the basis of prewar 
assessments is to be revalued for tax pur- 
poses to keep up with the lira, now fluc- 
tuating at from five to eight times the 
prewar value. 

Einaudis “sound money” program is 
naturally very popular with industrialists 
of Northern Italy. Since May, when the 
lira hovered at a low point of about 850 
to the dollar, the rate has clambered back 
to less than 700 per dollar. 

Other points of Einaudi’s program, 
however, are not so popular with the in- 
dustrialists and their representative in 
the Cabinet, the Minister for Foreign 
Trade, Dr. Cesare Merzagora. Merzagora 
would like a protectionist policy, but 
Einaudi would let big industry meet small 
businessmen on an equal footing. 

Leftists do not like Einaudi. They be- 
lieve his policies will only permit the 
rich to grow richer while the black mar- 
ket booms. As a token of their patriotism, 
however, the Communist leaders of the 
General Confederation of Labor, con- 
trolling nearly 6,000,000 workers, have 
renewed a no-strike pledge for another 
six months in return for management’s 
promise to keep wages moving up with 
the cost of living. 

@ The professor in power does not plan 


to sell his austerity program to the Ital- . 


ian people directly, but will report period- 
ically to- Parliament, many of whose 
members were his students at the Uni- 


versity of Turin. They agreed that his 
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views on the dangers of tinkering with 
the law of supply. and, demand had 
changed little in 40 years. 

Communists are attacking Einaudi as 
a “Monarchist,” but none have called him 
a “Fascist.” As a Senator and as economic 
editor of the influential Corriere della 
Sera of Milan he publicly opposed Fas- 
cism. When the Fascists took power, he 
resolutely refused to take official posts. 
While Fascists talked of controlled econ- 
omy, Einaudi continued, in his lectures, 
to defend free enterprise and to condemn 
government interference with business. 

He is a native of Piedmont and runs a 
model farm of vineyards and orchards in 
the Alpine foothills. His hobby of moun- 
tain climbing enabled him to escape with 
his wife over a 9,000-foot pass into Switz- 
erland as the Germans occupied Turin 
in 1943. When the war ended, Einaudi 
was elected to the Assembly and was 
named Governor of the Bank of Italy. 

He is well prepared for his real task of 
convincing Washington that under his 
economic direction Italy will be on a 
“sound money’ basis. He visited the U: S. 
several times and speaks English fluently. 

One of Einaudi’s three sons, Mario, is 
a professor at Cornell University. An- 
other son, Roberto, an engineer, led the 
Italian resistance movement in Genoa 
during the German occupation. The third 
son, Giulio, is a successful publisher and 
a member of left-wing groups which op- 
pose the Cabinet. 

Success or failure of Italy’s non-Com- 
munist Government, one of the major 
questions of European politics, is to be 
determined in large part by simple eco- 
nomics. If Einaudi can convince the U. S. 
that Italy is a good risk, that loans and 
credits to Italy will not be lost in bank- 
ruptcy which would permit the Com- 
munists to gain control, the theories Ein- 
audi has been preaching for many years 
will have served Italy well. 
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Life Around the World 


Traffic jam in the port of Buenos Aires 
threatens postwar gains in Argentine trade 


BUENOS AIRES 
HERE'S a beautiful traffic jam in the 
port of Buenos Aires, one of the 

world’s biggest. Shipping people saw it 
a long time coming and are afraid it will 
be a long time departing. Port congestion 
has already caused placing of a 25 per 
cent surcharge on all cargo leaving the 
U.S., Great Britain and Belgium for 
Buenos Aires. 


Scores of vessels have to anchor in the- 


roads and take their turn waiting for 
berths. Long waits are costing thousands 
of dollars daily. And the situation will get 
worse before it gets better. 

What this does to Argentine trade, now 
in a boom upswing under the impetus of 
the Five-Year Plan and years of pent-up 
demand at home for imports and abroad 
for exports, is easy to calculate. Sixty to 
eighty per cent of Argentina's trade is 
channeled through Buenos Aires. The 
traffic jam may reverse the postwar ac- 
celeration of Argentina's commerce at a 
moment when she can least afford such 
an interruption to vital trade. 

In spite of port congestion, Argentina 
has been taking in record sums on cus- 
toms collections, which provide 35 per 
cent of her national budget. Recently, 
Customs House cash registers rang up 
$554,000 in one day alone. Since the end 
of the war, and especially in recent 
months, imports of essential products 
from the factories of Great Britain, the 
United States and Europe have poured 
in despite internal production difficulties 
in those countries. Autombiles, trucks, 
tractors, locomotives, steel products, tex- 
tiles, fuels, paper products, office equip- 
ment and chemicals clutter the docks 
and warehouses of the port, and more 
are on the way. 

You see meat loading on refrigerator 
ships for Britain and Europe; wool, hides 
and linseed for the U.S. Argentina ex- 
ports three fourths of the world’s linseed, 
chilled beef exports and quebracho used 
for tanning; one third of the raw hides 
and of corn; a fourth of the wheat and 
flour produced for export. 

Down the Rio de la Plata, both Ar- 
gentina’s and Paraguay’s life line, small 
ships, barges and Mississippi-like side- 
wheelers bring wheat, linseed, fruit, corn, 
tobacco, yerba maté, meat, sugar, que- 
bracho and other products to fill the 


warehouses and waiting ships—and add 
to the port's traffic jam. 

Every day a ship stays in port, it eats 
up $1,000 to $2,000. It’s easy to see what 
this means when ships are kept here as 
much as 20 days. 

There are now an average of 110 ships 
of large tonnage in port. Sometimes as 
many as 14 new ships have been arriv- 
ing daily. Only about five or six a day 
have been able to leave. 

Port congestion is but one part of the 
problem. Shippers complain that loading 
and unloading operations, when once 
begun, are expensive and time consum- 
ing. A ship loaded in New York in 24 
hours took three weeks to be unloaded 
in Buenos Aires. One captain says it costs 
him $10 a ton to unload freight here. 

Partially responsible is a ruling that 
trucks and carts may not operate along- 
side a vessel, but only some distance 
away. This creates more work for steve- 
dores, additional delay and extra expense. 

Paradoxically, stevedores don’t need 
more work. There’s a severe shortage of 
man power at all stages of port opera- 
tions. Now port workers are planning to 
resume their drive for a six-hour day, 
further complicating conditions. Import- 
ers complain that port hands are working 








at less thay half their usual capacity. No 
deliberate Slowdown has been organized, 
but port workers feel they’re underpaid 
because rises in living costs have more 
than wiped out all their wage gains. 
There's no special incentive to work 
hard. 

Shortage of personnel in customs sheds 
bothers maritime agents so much that, 
in order to avoid more losses, they've 
been forced to hire outside labor at the 
expense of the ships and importers, even 
to do customs freight handling. 

Shippers suggest that some of the 37 
Government warehouses now being used 
by other Government departments hav- 
ing nothing to do with Customs House 
business, be returned to port use. Some 
are being used for fruits and vegetable 
markets, or soldiers’ barracks. 

Buenos Aires port has some 700 cranes, 
but a third of-them badly need repairs. 
Most date from before World War I. 
More light trucks and barrows are 
needed. Several warehouses damaged by 
fire some years ago require repairs. 

Another factor in port congestion is 
bureaucracy. A mountain of official docu- 
ments and stamped paper is required for 
the smallest transaction. Customs per- 
sonnel often expect a “tip.” The case of 
an American who brought his personal 
automobile down on the same ship as 
baggage and got it out of Customs after 
much travail two months later, is hardly 
the exception, but the rule. 

So complex is even the receipt of a 
small gift parcel that you usually need a 
specialized despachante de aduana 
(customs broker) to get it for you, at a 
fee sometimes exceeding the value and 
duty of the merchandise. 

Priorities for berthing space are being 
given to passenger ships carrying 50 or 
more persons. Other vessels have to 
anchor 12 miles out in the estuary to 
await space. Ships carrying coal also get 
preference. Cold weather is here and 
Argentina isn't taking chances on being 
forced to burn corn again. So priority 
also is given to vessels needing to com- 
plete loading of cereals. 

The Five-Year Plan contemplates con- 
siderable port activity but much needs to 
be done before 1951. Under the Plan, 
Argentina will spend $150,000,000 on 
navigation and port improvements, half 
of this sum during this year and the next. 

U.S. flagships dominate the port and 
probably will keep first place in trans- 
portation of Argentina's commerce for 
two or three years to come. British bot- 
toms run a close second and eventually 
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may recoup their leadership. Not a single 
Russian ship is in the harbor. That's an 
index of cooler Argentine-Russian trade 
and diplomatic relations. 

Currently, the top customers for Ar- 
gentine products are the United King- 
dom, U.S., France, Belgium, Brazil and 
Sweden, in that order. Argentina buys 
mostly from the U.S., Brazil, Britain, 
Sweden and Belgium in that order. 

Buenos Aires’ port’ monopoly didn't 
just happen. Historical reasons for it are 
the growth of the railroads, which all fan 


out radially from the capital, and the 
customs system itself. 

Argentina has almost a dozen other 
ports that eventually could handle heavy 
traffic, but they now don’t have the facili- 
ties for loading and unloading and lack 
adequate railroads or highways. 

Now that the railroads and many ports 
have been nationalized and a state 
merchant fleet of a million tons has been 
built, shipping has possibilities of being 
better co-ordinated. Meantime, the emer- 
gency problem remains. B. S. R. 


Progress in reconstruction is impression 
of life in German city inside Soviet zone 


STRALSUND (RUSSIAN ZONE) 

ERMANS in the American, British, 
Russian and French zones of Ger- 
many answer “schlecht” (bad), to any 
questions about living conditions. 
Schlecht is the one symbol of agreement 
on anything. I sometimes have the feeling 
that the word will replace Heil Hitler as 
a greeting, that Germans soon will sim- 
ply say “schlecht” to each other on the 
street without bothering to go through 
the question routine of “how are things?” 

Actually, however, this Russian zone 
city of 53,000 population gives an im- 
pression of energy. Progress in recon- 
struction, that is lacking elsewhere, is 
obvious here. I am not talking about the 
merits or methods of Soviet occupation, 
but of a city at work. 

Stepping into the street from the Rus- 
sian-operated Intourist Hotel, where one 
eats plainly but adequately with marks 
or luxuriously with pounds and dollars, 
it is necessary to avoid a tiny locomotive, 
puffing and blowing as tiny freight cars 
are shunted hither and yon. The railway 
station is opposite the hotel, and trolley 
tracks in the street between serve for 
switching. Steam shovels are busy dredg- 
ing out wreckage in the small area where 
one American bombing raid caused dam- 
age in 1944. 

Most of the city was untouched, how- 
ever, and there is a steady flow of horse- 
drawn and hand-drawn carts, of well- 
dressed people afoot on shopping tours. 
A surprising number can be found in one 
or two jewelry shops, looking for orna- 
ments, although the purchaser must sup- 
ply the silver. Smart, young women serv- 
ing as traffic police—typical of those 
throughout the zone—direct the slow- 
moving carts, usually with a smile and a 
word of greeting for the driver. 

The few factories are in operation. 
Two process sugar beets. One, after re- 
moval to Russia of its wartime equip- 
ment for making parachutes, now manu- 
factures furniture and barrels. Another 
builds fishing boats, reconverted from 
torpedo-boat construction. A fifth, which 
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once built marine boilers but made tor- 
pedo fuses during the war, has been dis- 
mantled as reparations by the Russians. 
The city hopes to start a ferry service to 
Sweden, and a Russian-German export 
corporation, now being formed, hopes to 
use Stralsund for its shipping. 

Still, people on the streets will tell you 
that conditions are bad. They complain 
about food, although they generally ad- 
mit that rations are delivered. They com- 
plain about housing, four or five persons 
to a room. But there is window glass in 
those rooms, not often the case in Berlin. 
Living in an agricultural area, they ap- 
pear better fed, healthier and _ better 
dressed than the average Berliner. 

Greatest difficulty is in getting eggs, 
milk and proper food for the sick in hos- 
pitals. Apparently there is no special pro- 
gram to provide for the needs of invalids. 

My visit to Stralsund with a U. S. Army 
group had somewhat the attraction of 
a traveling circus to the Germans. 
Crowds pressed about us everywhere, 
except outside the hotel where guards 
kept bystanders across the street. 

The appearance of American cars 
started a short-lived rumor that the U. S. 
Army was moving in, to share or take 
over the occupation. “U.S. Army! U.S. 
Army, was shouted by children as they 
saw the license plates and insignia. One 
old woman rushed up to ask: “The Amer- 
icans are here? Are you going to stay? 
We have waited so long.” 

This sort of comment was the excep- 
tion. Aside from a natural curiosity over 
one new, big American sedan and the 
three older, Army tanned cars “Wunder- 
bar” (said the Germans) the real attrac- 
tion were our Negro drivers, who were 
stared at by children and grown-ups alike. 

Almost the first German we met, as we 
set off through the town, was a lad. of 
seven or so. He sidled up to me and 
whispered: “Schnapps? Eighty marks a 
bottle. I'll take you to the place.” We 
declined, but he tagged along, until we 
told him to scoot. Later, he turned up 
with his mother, who apparently was 


director of the lad’s “bootleg ring” which 
he”said did a good business with the 
Russian soldiers. 

Shop windows revealed little to buy, 
as is the case in most of Germany; but 
both windows and streets were neat and 
clean. 

Food windows had about the same dis- 
plays as elsewhere in Germany—sau- 
sages, imitation juices with lemon and 
grape flavoring, ersatz tea. Bread is er- 
ratic in quality; some had a sour, moldy 
flavor; some was as good as any in Ger- 
many, resembling rye bread from home. 

One German told me that the Russians 
had taken all the potatoes, even seed 
potatoes, to make schnapps “and that 


means we will starve this winter.” If so, 


the Germans are getting their share of 
the schnapps. One can drop into any 
moderately good German cafe and buy a 
drink, which is rarely possible in other 
zones except in black market spots. Cafes 
are crowded in midafternoon by Germans 
sipping a pretty bad beer, a fairly good 
schnapps, an impossible coffee. 

All in all, tossing aside the questions 
of political structure, this Russian zone 
city is in pretty good condition. If im- 
provement continues steadily, it should 
rapidly approach normal. Whether, of 
course, production will be for Russia, for 
the Germans, or for world commerce is 
another question. 

Night clubbing in this city is highly 
popular for an evening's entertainment, 
but, after seeing some of the bad ones 
in Berlin, I bowed out. My friends who 
did go summed up their description in 
the national German word: 

“Schlecht.” T. H. 


























STUDY BY U.S. HOUSE ON AID ABROAD 


Congressional subcommittee’s survey of needs, limits and sources 


(Preliminary report of the Subcommittee on Foreign 
Economic Policy of the U.S. House of Representatives 
on the needs, limits and sources of American aid to other 
countries, July 3, 1947, Washington, D. C.) 


_—_ IS A REPORT, as the title indicates, presenting to the 
Committee on Foreign Affairs of the House of Repre- 
sentatives, the preliminary study that the Subcommittee on 
Foreign Economic Policy has made on the subject assigned. 
It does not represent a policy statement and its publication 
is authorized only as a progress report which analyzes the 
nature of the problem and some of the existing studies that 
have already been made as well as outlining intended future 
studies. 

The Subcommittee on Foreign Economic Policy assigned 
itself a task which was framed as follows: 

Whereas the subcommittee believes that world recovery 
not only can be, but must be, sound business for the United 
States: Therefore be it 

Resolved, That a preliminary study be made to analyze 
existing studies to survey present information concerning: 

a. The requirements necessary to establish a healthy world 
recovery. 

b. The source of supplies of these requirements. 

c. The burdens and benefits involyed for the United States 


~ in such world recovery. 


d. How the burden on the United States can be lightened 
by using the resources of other nations in materials as well 
as facilities to help themselves, or through reparations to 
help in meeting the general requirements; e. g., German steel 
for Greece. | 

e. Methods of financing such recovery through private 
governmental and international agencies. 

f. Specific repayment programs for the U.S. in terms of— 

(1) Getting our fair share of scarce commodities from 
other nations, particularly from those we are helping. 

(2) Taking surplus minerals for strategic and sterilized 
stock piling to replace exhaustible United States resources. 

(3) Other methods of repayment. 


Explanation of Tables 


Our staff, with the assistance of the Legislative Reference 
Service, has brought together existing studies made by 
agencies, both Government and private, at the staff level on 
the matters in the resolution. Each of the agencfes pointed out 
that their studies were not complete and were in extremely 
provisional form. Nevertheless, it was felt that it would be 
helpful at this time for the Committee to have the benefit of 
such existing studies. The accompanying tables were compiled 
from these studies. These tables cover only the requirements 
of Europe, excluding the Soviet Union; they do not include 
Asia, Africa, South America, or the British Dominions. The 
estimates contained in this study are not comparable in any 
sense to the over-all world requirements either for dollar 
balances or for American exports. 

All estimates of this kind must, by their very nature, be 
extremely tentative. Much depends upon the effectiveness 


with which shortages of goods—particularly of such key mate- 
rials as coal and transportation equipment—are eliminated in 
sufficient time to enable the recipient countries to step up their 
industrial and agricultural production. These estimates are 
based upon rather arbitrary goals, or targets, for production 
and consumption in the various countries. These goals, in 
turn, are related to the levels of economic activity and con- 
sumption which are assumed to be the minimum compatible 
with the attainment of political stability. Since such an as- 
sumption is inevitably subject to a wide margin of uncertainty, 
the resulting estimates should be regarded only as general 
orders of magnitude rather than as firm estimates. 
(Preliminary ) 

Table 1.—Estimates of dollar “requirements” of European 
countries, 1947-49 (not including possible liquidation by new 
credits) (footnote No. 1) 


(In millions) 
Total estimated deficits in balances of international 
payments on current account 
Possible liquidation of— 
Existing gold and dollar assets..................0++- $2,285 
Credits already extended (footnote No. 2).. 4,783 


$17,038 





7,068 
Additional dollars required to finance deficits ......$ 9,970 


Footnote No. 1: In average prices existing in the United 
States during the second half of 1946. Possible new credits 
(post-UNRRA relief grants and credits by the International 
Bank, private United States investors, and others) are not 
included in the estimate of possible liquidation. 

Footnote No. 2: Includes estimates of liquidation of U. S. 
contribution to UNRRA in 1947, but not post-UNRRA relief. 

Source: Derived from estimates made by experts in the 
executive departments and from private sources. 

(Preliminary) 
Table 2.—Estimates of dollar “requirements” of European 
countries, 1947 (not including possible liquidation by new 
credits) (footnote No. 3) 


(In millions) 


Estimated Possible 
deficits in liquidation 
balance of of credits Additional 


Country international already dollars 
payments on extended required 
current (footnote to finance 
account No. 4) deficits 
United Kingdom $2,000 $2,000 0 
France 1,600 900 $700 
Italy 640 180 460 
Netherlands 400 200 200 
Belgium 100 0 100 
Norway 110 30 80 
Sweden 40 0 40 
Denmark 40 10 30 
Finland 40 25 15 
Iceland 20 0 20 
Germany 400 0 400 
Austria 210 50 160 
Czechoslovakia 40 20 20 
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Poland 250 20 230 





Hungary 100 0 100 
Yugoslavia 118 18 100 
Romania 50 0 50 
Bulgaria 20 0 20 
Total $6,178 $3,453 $2,725 

Less possible liquidation of 
gold and dollar assets 1,165 
Net $1,560 


Footnote No. 3: In average prices existing in the United 
States during the second half of 1946. Possible new credits 
(post-UNRRA relief grants and credits by the International 
Bank, private United States investors, and others) are not 
included in the estimates of possible liquidation. 

Footnote No. 4: Includes estimates of liquidation of United 
States contribution to UNRRA but not post-UNRRA relief. 

Source: Derived from estimates made by experts in the 
executive departments and from private sources. 

An analysis of these figures (footnote No. 5) by the staff 
of the Foreign Affairs Committee indicates that approxi- 
mately $7,000,000,000 of the $9,970,000,000 additional dol- 
lars needed to finance the estimated net deficits in the balances 
of international payments are as yet uncovered either by 
existing dollar availabilities or probable availabilities from 
existing institutions and sources. 

As shown in Table 1, it is estimated that current deficits in 
the balances of international payments of the 18 European 
countries considered (footnoté No. 6) will amount to slightly 
more than $17,000,000,000. Of this, about $7,100,000,000 
probably will be finance 1. by the liquidation of existing dollar 
assets, credits, and grants. *It is possible that European coun- 
tries will liquidate $2,300,900,000 of their existing gold and 
dollar assets in the United States and about $4,800,000,000 
of credits and grants that have already been extended. This 
is one estimate that may not be realized. 

Of the dollar needs not yet financed (approximately 
$10,000,000,000), probably as much as_ $3,000,000,000 
could be made available by the International Bank for 
Reconstruction and Development, the post-UNRRA relief bill, 
new credits of the Export-Import Bank, FLC, WAA end 
Maritime credits and by some priyate investments. (Footnote 
No. 7) ce 

Footnote No. 5: Derived from estimates made by experts 
in the executive departments, in the Economic and Social 
Council of the United Nations, and by private sources. The 
Union of Soviet Socialist Republics, Spain, Portugal and 
Switzerland are not included. These countries have no 
“dollar capital needs,” as the term is used in this memoran- 
dum. Estimates as to the amount of credits which Switzer- 


land will extend to European countries have been used to | 


reduce the total over-all foreign capital requirements of 
these countries. No estimate, however, is available as to the 
use of Switzerland’s dollar or gold reserves. To the extent 
that Switzerland receives private credits from the United 
States or reduces her dollar assets, either directly or through 
loans of convertible Swiss francs, the estimates in this memo- 
randum understate probable United States capital exports. 
Greece is also omitted because separate studies have already 
been published in the committee’s report on the Greek- 
Turkish aid program. 
Footnote No. 6: See table; 2 for list of countries. 
Footnote No. 7: The sources of this new financing might be 
as follows: 
Billions 
International Bank (not including existing French 
credit ) $1.5 
Post-UNRRA relief and International Children’s Fund _.3 
U.S. War Department appropriation 6 
Export-Import Bank Jl 
Other U.S. Government credits (Maritime Commis- 
sion, FLC, WAA, etc.) 4 
Private United States investment 38 
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Since all of these estimates are stated in constant prices, 
they represent financial requirements only in a limited sense. 
Whatever the price changes that lie ahead of us are, they will 
be directly affected by the economic assistance that is ex- 
tended to other countries as well as by purely domestic events. 

The estimates in the accompanying tables are predicated on 
the general assumptions (1) that supplies of materials that 
are in short supply will be diverted to areas where they will 
be most effective in stimulating production; (2) that, as a re- 
sult, there will be steady and substantial increase in European 
production and trade; and (3) that there will be a relatively 
high level of income in the United States. 

It is fair to assume, therefore, that these tend to be mini- 
mum, rather than maximum, estimates. If corrective measures 
are not promptly forthcoming, it is probable that the figures 
will have to be revised upward. 


Estimated Needs 


Of the seventeen billion dollar deficit in the international 
balances of payments of European countries that, it is ex- 
pected, will eventuate in the three-year period (1947-49), it 
is estimated that almost $6,200,000,000 will occur in 1947. 
(See Table 2.) Of this, $4,600,000,000 is expected to be fi- 
nanced by the liquidation of existing dollar assets, credits, and 
grants $1,200,000,000 in existing gold and dollar assets, 
and $3,400,000,000 in existing credits and grants). 

Of the dollar needs not yet financed (approximately 
$1,600,000,000), it is possible that over $500,000,000 will 
be made available by the International Bank, the post- 
UNRRA relief bill, new credits of the Export-Import Bank, 
FLC, WAA, and Maritime credits and private investments. 

Thus, about $1,000,000,000 of Europe’s dollar capital re- 
quirements in 1947 are not yet covered either by existing or 
probable dollar availabilities from existing institutions or 
sources. 

The regional breakdown of the estimated $6,200,000,000 


of total European dollar requirements in 1947 is shown in 


the following tabulation: 





Percent 
United Kingdom 32.4 $2,000,000,000 
Western Europe 48.4 2,990,000,000 
Central Europe 10.5 650,000,000 
Eastern Europe 8.7 538,000,000 
Total ) $6,178,000,000 


United Nations Estimates 


Estimates made by experts of the United Nations Economic 
and Social Council of net deficits in the balances of inter- 
national payments of 10 European countries for 1947 tend 
to be higher than those derived from other sources. As shown 
in Table 3, the figure of the experts of the Council—$4,500,- 
000,000—is roughly $1,000,000,000 higher than the esti- 
mates for the same countries shown in Table 2. These esti- 
mates are based primarily upon figures submitted by the 


countries themselves. 


Table 3.—Estimates of balance of payments positions of 
selected European countries (1947) by the Economic and 
Social Council of the United Nations. (Footnote No. 8) 

(In millions of United States dollars) 


Estimated gross Estimated net 
Estimated net debits (all bal- deficit (all 


Country commodity im-ance of payment _ balance of 
port balance po payment items) 

France $1,386.0 $3,027.0 $1,578.0 
Italy 986.8 1,506.8 806.8 
Belgium-Luxembourg 440.0 1,650.0 405.0 
Czechoslovakia 68.0 757.0 148.0 
Hungary 97.0 147.0 83.0 
Netherlands 605.0 1,326.0 514.0 
Poland 267.4 717.4 369.4 




















Yugoslavia 334.3 467.5 335.4 











Austria 222.5 322.5 222.5 
Finland <n 332.5 55.7 
Total $4,414.4 $10,253.7 $4,517.8° 


* (Footnote No. 9) 
Footnote No. 8: Figures derived from interim report of the 
Secretary-General of the United Nations, Feb. 26, 1947. 
Footnote No. 9: For purposes of comparison the estimated 
deficits in the balance of international payments for the same 
countries, derived from other sources, and shown in Table 2 
total $3,498,000,000, 


Unutilized Balances on March 31, 1947 


An independent analysis, by the Legislative Reference 
Service of the Library of Congress, shows that unutilized 
balances of loans, advances, or property credits by the United 
States to European countries, as of March 31, 1947, amounted 
to $3,900,000,000. A breakdown of this figure, by source of 
funds, is shown in Table 4. 

Table 4.—Current unutilized balances available to Euro- 
pean countries arising from loans, advances, or property 
credits either by Federal appropriations or allocations to 
United States Federal agencies (status as of March 31, 1947) 
(footnote No: 10) total available unutilized balances by 
U.S. Government to Europe as of March 31, 1947 (foot- 











note No. 11): 
EE ELIE EAE cnaeatsiniiiiaitadaisiiaasial $3,463,712,621 
eee 480,128,808 
a ae 258,307 
RN I i at $3,944,099,736 


Footnote No. 10: Prepared in the Legislative Reference 
Service of the Library of Congress. 

Footnote No. 11: Credits which may still be granted by 
the U.S. Government agencies under existing authority are 
quite limited. After April 1, 1947, the following credits will 
become available: $350,000,000 for relief, $400,000,000 for 
Greece and Turkey, $73,500,000 for the International Refugee 
Organization. 

The following types of credit are not included because 
they consist primarily of relief: . 

(a) Army relief expenditures in the occupied zones of 
Germany, Austria, Italy, and Trieste. 

(b) American Red Cross. 

(c) Private relief. 

Unutilized funds of international organizations are not 
included since the United States does not control the primary 
disposal of funds from the International Bank, International 
Monetary Fund, and UNRRA. 

Broken down as follows: 

A. Loans (footnote No. 12): 

I. Export-Import Bank: 

















DI 1. nctndinnibacimenniinaenaie , $ 750,000 
NS os ccretcceipevininanneniantinniies 1,256,062 
I , .cisininitintabnintmndinnnlniininiinnsien 5,000,000 
DE dciicisntgeceincicavtnpennminnmii 29,239,106 
AI. o cencitnnnccinnsisitinntitignsnttsaailnanetatianibin 370,000,000 
Greece cnaiaianantinninaninianens sesseseeee 21,600,000 
DRI © scccsntcnegeiternrsenvnnnnnentine veeveeee 108,400,620 
Netherlands (footnote No. 13). Es oe 105,000,000 
DRRIIIIE  sctercttesiinceincnninnenennintrmnation 50,000,000 ° 
-Poland . . 33,591,691 
Unclassified— European 
(footnote No. 14)..cccccccccccscocesseeee 53,875,142 
II. Reconstruction Finance Corporation, proper: 
United Kingdom ........ccccrcccssccccssccsveesess $35,000,000 
III. Treasury Department: 
United Kingdom (footnote 
DUR BEEP cccccsstiotnovesncinvetenevseminmenenein $2,650,000,000 
IV. Total available loan balances to Europe as of March 
31, 1947: 


.$ 778,712,621 





Export-Import Bank ... 


Reconstruction Finance 














Corporation pisienoenin 35,000,000 

ID siscinivcunicccnapiteiiimiaitaiinosminaiaes 2,650,000,000 

Se ittiasintaaniniisieeiiraintiicalaimibaitaaiias $3,463,712,621 

B. Property credits (footnote No. 16): 
I. Maritime Commission (footnote No. 17): 

| Ae A eNO TN ee $ 9.944.996 

ERS a Ne ee mE ter Se eT 1,225,139 

DR reciniinapabimninainiainbieseninneniammaania 16,767,441 

FOE: enemies 16,016,647 

I ii icati citi illite ea $43,954,223 


II. State Department, Office of Foreign Liquidation Com- 
missioner (footnote No. 18): 











TI acicatssinitsscinattetiitacsinsininte tannins $ 9,997,024 
Czechoslovakia (footnote No. 19)........ 47,749,453 
| Ee Sa Sa eT a 10,000,000 
PIE cissnntetensilnietisinisieeanialtial 11,526,836 
EID inicritnutntenesiunctinssensatinnsedbiliaeadiadileiaie 43,497,720 
Hungary (footnote No. 20).........000 29,528,928 
PINE, cuctinctnciniunenanintsindmaphaipmasiianl 24,200,368 
POG RGED : sccccenmnaepgeitiprevinginevetiiodeen 8,711,769 
AEE ener Lee 49,665,364 

EE wcctinieniititinatinsincseninpienitieiiiiaal ci $234,877,462 


III. Treasury Department, Lend-Lease fiscal operations 
(footnote No. 21): 














France. ........ simntiicienidiitinitieni 
Netherlands . sities 20,833,730 
U.S.S. R. SOLE ie reat ae 58,291,900 

5 eI SRR ee OR Sk er ee $201,297,123 


IV. Total available property credit balances to Europe as 
of March 31, 1947: 





Maritime Commission .................sss00000. $ 43,954,223 

Office of Foreign Liquidation 
CI 5. coccccdecnsechintcctbateiins 234,877,462 
Lend-Lease fiscal operations ................ 201,297,123 
5 RENE SI Urs Scene iene ore he i $480,128.808 


C. Advances (footnote No. 22): 

Reconstruction Finance Corporation, Office of Defense 
Supplies: 

0 i e  snerececieesieveteaeniniiedai einai $258,307 

Footnote No. 12: A cash loan is granted on specific condi- 
tions resulting in repayment in cash of principal plus interest. 

Footnote No. 13: Against a total loan of $251,025,000 to 
the Netherlands by the bank, commercial banks agreed to 
participate in a $200,000,000 short-term credit in the aggre- 
gate amount of $100,000,000 without recourse on or guaranty 
by the Export-Import Bank. As utilizations are reported by the 
commercial banks, so the amount of the Export-Import Bank 
is reduced accordingly. During the nine-month period ending 
March 31, 1947, commercial banks disbursed $48,750,000. 
On May 26, the Royal Dutch Airlines received a credit of 
$3,161,812.50. 

Footnote No. 14: Unclassified Europe includes the balance 
of $41,000,000 of a special cotton credit—plus various small 
exporter-importer credits. 

Footnote No. 15: For period April-May, the United King- 
dom withdrew a further $850,000,000. Earlier estimates were 
that withdrawals would be at the rate of $4,000,000 per day 
whereas actual withdrawals amounted to $10,000,000 per day. 

Footnote No. 16: Actual property such as ships, surplus 
property, residue of Lend-Lease articles or relief and rehabili- 
tation items for which the U.S. Government anticipates re- 
payment of principal plus interest. 

Footnote No. 17: The credit program of this agency is only 
partially under way. Recent estimates are that $870,000,000 
of ships will be sold abroad, about half on partial credit terms. 
It is anticipated that additional European credits may be ap- 
proximately $100,000,000. 

The War Assets Administration has also been approached 
for the sale of domestic surpluses on credit terms. In reality, 
both the Maritime and War Assets programs will add to the 


JULY 15, 1947 © 35 





total credit structure but will not provide dollars for the pur- 
chase of American goods. 

Footnote No. 18: Credits advanced to foreign governments 
by the sale of United States installations and surplus stores. 
Actually these credits will not provide dollars for the purchase 
of American goods, since the United States expects payment 
of principal plus interest. : 

Footnote No. 19: Additional sales under credit suspended 
as of Sept. 13, 1946. 

Footnote No. 20: Additional sales under credit suspended 
as of June 2, 1947. : 

Footnote No. 21: Actual totals to be paid according to 
Lend-Lease settlements or money to be paid for goods not 
eligible under Lend-Lease. Payment of principal expected. 

Eootnote No. 22: Cash advanced to some foreign govern- 
ments or foreign national with obligations of repayment in 
material or cash. 


Policy Questions That Condition Survey 


None of the existing studies that the staff has unearthed 
deals adequately with the questions which the subcommittee 
believes must be answered. 

Of primary importance is a picture of world requirements, 
with a breakdown, by countries and by commodities. It is 
clear that any program for meeting these requirements for 
healthy economic recovery will depend upon answers to the 
following policy questions: 

(1) Do we “write off’ Russian co-operation, as every pre- 
vious Russian action has indicated that we must, and proceed 
with the building up of Western Europe and the rehabilita- 
tion of the Far East? 

(2) Are reparations from Western Germany to be con- 
tinued in the picture for Russia and the satellite countries, and 
what will be the volume of any reparations put upon the 
economies of Japan and Germany, which for years to come 
cannot be expected to be even self-supporting without tre- 
mendous American help the cost of which would fall on the 
American taxpayer? If we are to make this help productive, 
we should have to (a) insist on putting an end to current 
reparations and on cutting down the earlier punitive programs 
of reparations aimed at weakening or destroying Germany and 
Japan and (b) set new levels of industry that would enable 
Germany and Japan to balance their own needs for imports 
and create export surplus which we could direct into the re- 
building of the rest of Europe and the necessary reconstruction 
of the Far East. 

(3) Is American shipping policy going to continue the re- 
quirement that countries like Germany, Japan, France, Italy, 
and others should not use their own merchant marine or ships 
which we could furnish them? The present cost of shipping 
coal to Europe on American bottoms at our high freight rates 
for this item alone involves an annual bill that runs close to 
$400,000,000. The total cost of handling cargoes that must be 
paid for in American dollars is calculated to run to something 
around $700,000,000 or $800,000,000 a year which we must 
lend or give these countries, since they cannot produce exports 
to pay for it now. Over half the cost of a bulk cargo like coal 
landed in Europe goes into shipping costs for which these 
countries at present must find dollars. 

(4) Is this country prepared to make larger exports of food 
and consumer goods and to finance them by the necessary 
loans? This seems necessary to start production, for example, 
increased mining of German coal and the manufacture of 
fertilizers in Germany in order to decrease the continuous 
drain of relief which is otherwise necessary. 

(5) Does our policy at present contemplate tying 
strings to all our loans for such countries so that American 
economic supervision may be had as is the case with the 
Greek loan? 

(6) Are we prepared to insist that Britain come to terms on 
the pooling of the Ruhr with our own occupation zone on our 
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terms as a condition to the continuance of further extension 
of credits to Britain? 

(7) A question of as great importance as any of the fore- 
going, and which was propounded by Secretary Marshall in 
his recent speech at Cambridge, is how much can European 
countries help themselves by mutual trade and increased pro- 
duction? This is in process of being answered so far as Western 
Europe is concerned as a result of the conference in Paris 
called under the leadership of France and Britain. 

Unless answers to these questions can be had, the European 
picture puzzle remains one of parts that do not fit into each 


* other. The separate balance of payment deficits of Europe for 


any foreseeable time do not make for conditions where the - 
World Bank can sensibly undertake more than limited loans to 
a few more favorably situated countries like the Netherlands, 
France and Belgium. Furthermore, the German economy can- 
not be used to take the load off our own, particularly in those 
bottleneck items which will be merely increased in price or 
exported at the expense of our own necessary level of produc- 
tion, unless Germany and Japan as well can be brought into 
the picture. 

By far the most succinct study so far made of the nature 
and limits of American aid to foreign countries is contained 
in the open letter from Herbert Hoover to Senator Styles 
Bridges, June 16, 1947. Since Mr. Hoover was not asked to 
deal with the problem of total world requirements for eco- 
nomic recovery, or with the alternative sources of supply 
which we might develop, his outline of study is less extensive 
than that which we propose. His letter emphasizes limits on 
our aid rather than an analysis of world requirements. Never- 
theless, his study deals with the larger part of the problem 
and its limits, pointing out certain factors which need to be 
considered. 


Study of Bottleneck Items 


Analyses of balances of international payments reveal short- 
age of production only in the most general terms. The actual 
reconstruction of Europe must depend upon remedying 
shortages of the most critical commodities, both raw materials 
and finished goods, upon which increased production itself 
depends. 

Just as a strike in the United States coal mines which 
would tend to stop American exports that have recently 
reached over 4,500,000 tons a month (almost double the 
figure of last year) would disastrously affect European re- 
covery in its most important bottleneck, so a‘ failure of ‘the 
American corn crop this year would tend to offset the existing 
surplus of wheat which would otherwise probably be ade- 
quate to meet world requirements on a minimum basis. 

Shortages of a critical character also exist in the minerals, 

notably lead, tin and copper, in certain types of steel pro- 
duction, particularly in strip and sheet steel, affecting the 
production of other short items in turn, such as railway 
equipment, including boxcars, and some consumer durable 
goods. A coal shortage in the United States would immedi- 
ately restrict all steel production, with cumulative effects on 
shortages of building materials, construction machinery, min- 
ing equipment, and the like. 
_ The studies planned by the Subcommittee would emphasize 
commodities ofthis kind whose production could be notably 
increased if Germany, e.g., could be brought back into 
anything approaching its prewar production. To accomplish 
this, political difficulties must be solved as an investment 
in recovery where production prospects are greatest. This 
applies to a lesser degree, to Japan which we alone occupy. 
Liberated countries have already had such productive help 
and some will need more. Part of this could come from 
Germany. 

The subcommittee’s authorized schedule of studies, there- 
fore, includes a more systematic development of the world 
picture of possible balance and the steps that must be taken 











to achieve it in order to eliminate the need for continuing 
relief and to promote stability and peace. In outline it is: 

A. World requirements for imports for healthy recovery in— 

(1) Distressed areas, both liberated and occupied. 

(Query: Should Russian areas and satellite areas be in- 
cluded? ) 

(2) Normal imports to other self-supporting areas which 
will be a drain on the same world resources but are equally 
important to world economic health. 

(3) Most critical areas for requirements in (a) relief, and 
(b) investment for recovery (commodities specified for each 
country). 

B. An inventory of available world resources stressing— 

(1) American capacity to export. 

(2) Other net exporting countries. 


(3) How do “A” and “B” balance to show world short- 
ages? European? 

(4) Countries which could be rapidly developed to net 
export positions, particularly with respect to bottleneck items 
and commodities. 

(5) Priority targets in developing exports and remedying 
bottleneck shortages. 

(Query: Should Russian and satellite possibilities of surplus 
and their general balance of payments be considered?) 

C. Methods of— 

(1) Financing. 

(2) Instruments for financing. 

(3) Mobilizing assets for repayment in meeting the balance 
of “A” and “B” with special emphasis on preserving national 
interests of the United States. . 





U.S. DEFENSE OF RECONSTRUCTION AIMS 


Denial by Secretary of State of attempt to dominate Europe 


(Text of address by Secretary of State George C. Mar- 
shall before the Women’s National Press Club, Wash- 
ington, July 1, 1947.) 


Sue PEOPLE think they see in the evolution of our political 
life, evidences of radical changes in our policy on inter- 
national affairs. The past two years have been replete with 
allegations that with the coming and going of various public 
officials there has been an alteration of American foreign 
policy. Actually, the attitude of our people and of this Govern- 
ment has shown a remarkable degree of continuity in the face 
of a complicated and rapidly changing international situation. 
The American people emerged from this war with an abiding 
determination to lay the foundations of a world order in 
which more could turn their hands to constructive tasks and 
look with confidence to the development of better lives for 
themselves and their children. It was for this reason, I think, 
that they took the prominent part they did in the establish- 
ment of the United Nations. 

They have been sorely disappointed and disturbed by the 
setbacks which the principles of international organization 
have received. They recognize that the conditions of the post- 
war world have not proved to be as favorable as they had 
hoped to the development of this concept. They know that 
the task will be harder than appeared to be in prospect three 
years ago. But nothing has changed, I am sure, in their de- 
termination to create a world in which the principles of the 
United Nations can have a chance to take root and to flourish. 
It was on this determination that United States policy rested 
as the recent hostilities came to an end, and it is on this de- 
termination that it is based today. 

In a democracy, no policy whether foreign or domestic has 
the slightest chance of being effective unless it enjoys popular 
support. This, I think, is especially true of foreign affairs 
where the remoteness of the events, and the strangeness of 
foreign national traditions makes it very difficult for our peo- 
ple to get a clear understanding of even the elements of the 
problem. Under these conditions, the only way in which 
general or popular support can be secured for any measure 
relating to foreign affairs is through the medium of the press 
and radio. 

The more complete the public understanding of the issues 
the less the public will be swayed by the winds of passion and 
prejudice. The ideal that we could desire in this country 
would be a public opinion so well grounded that it would dis- 
count propaganda and would insure a steady and consistent 
support of the fundamental objectives of our foreign policy. 
We cannot expect 100 per cent support for any particular 


measure. Our democratic system thrives upon diversity of 
opinion, and it is this very diversity which operates as a cor- 
recting and improving mechanism. With a free press serious 
departures from fact or principle, however skilfully promoted, 
cannot survive very long. 

In addition to the difficulty of comprehending the multi- 
tudinous factors involved in foreign affairs there is the fact 
of a continuous propaganda of misrepresentation. It is re- 
grettable, but perhaps natural in view of our position in the 
world today, that much of this propaganda is directed against 
the United States. Our purposes are distorted, our motives 
impugned, our traditions and institutions decried and smeared. 
In countries where a free press operates, as I have remarked, 
such propaganda has a tendency to correct itself within a 
reasonable time. But this, unfortunately, is not the case where 
a free press is suppressed. 

There has also been much of misunderstanding abroad of 
the degree and purpose of American economic assistance to 
other countries and of the conditions under which it has been 
extended. Much of this has been due to purposeful misrep- 
resentation. Those responsible for this misrepresentation are 
doing a grave disservice to the suffering peoples whose future 
depends directly on the success of international co-operation 
in the economic field. 

Historical records clearly show that no people have ever 
acted more generously and more unselfishly than the Ameri- 
can people in tendering assistance to alleviate distress and 
suffering. The history of past decades records numerous 
examples of readiness to lend a helping hand in situations 
where there could not possibly have been other compensa- 
tion than the satisfaction that comes from assisting those 
in need. 

But it would not be entirely accurate to say that the efforts 
of this Government to contribute to the restoration of world 
economy since the termination of the recent war have been 
motivated solely by considerations of charity. Our people do 
realize, I feel sure, that a stable and prosperous world is im- 
portant to their own well-being. They also recognize that a 
contribution has already been made by many peoples or na- 
tions to such a world in the way of tremendous sacrifices in 
life and property suffered in the course of military operations. 
Since the United States suffered no such destruction on its 
own territory, although suffering heavy losses in lives and na- 


_ tional wealth, our people felt it right that this country should 


make a direct contribution to reconstruction abroad. Accord- 
ingly, they offered and expended out of the fruits of their own 
labor the enormous quantities of American goods and services 
which have gone to other countries during the past two years. 
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And they have voiced no complaint that for the considerable 
part of this contribution there has been little of favorable re- 
action from certain areas abroad, that in fact there has been 
more of criticism than of appreciation. 

There could be no more fantastic misrepresentation, no 
more malicious distortion of the truth than the frequent prop- 
aganda assertions or implications that the United States has 
imperialist aims or that American aid has been offered in 
order to fasten upon the recipients some form of political and 
economic domination. At the end of the war, our Govern- 
ment demobilized the greatest concentration of military power 
that the world has ever seen. Our armed strength was de- 
ployed from the Elbe in Germany to the islands of Japan. This 
great array was demobilized with amazing rapidity until only 
comparatively small garrisons of troops were left on the neces- 
sary occupation duty in the principal enemy countries. No 
conditions were attached to this withdrawal. Since the ter- 
mination of the war, American goods in the amount of 
some eighty-two million tons, valued at over nine billion dol- 
lars, have flowed into Europe from:this country. No political 





parties subservient to United States interests have been left 
behind in European countries to attempt conquest of govern- 
ments from within. No American agents have sought to 
dominate the police establishment of European countries. No 
“joint American-European companies” have been forced upon 
reluctant governments. I do not cite this record as evidence 
of our peaceful intentions by way of indulging in national 
boasting, but merely because it is true and judging from some 
of the charges leveled against the United States it may be in 
danger of being forgotten. 

It would be incorrect to say that the people of this country 
make no demands regarding the utilization of their contribu- 
tion to world recovery. They emphatically demand that what- 
ever they contribute shall be effectively used for the purpose 
for which it was intended; that it should not be expended tc 
serve selfish economic or political interests; and that it should 
be employed specifically to assist in economic rehabilitation; 
finally, that it should serve a great purpose in restoring hope 
and confidence among the people concerned that the world 
will know peace and security in the futusge. 





AUSTIN’S STAND ON TROUBLE IN BALKANS 


U. N. representative's ideas on forays against Greece as threat to peace 


(Excerpts from speech by Warren R. Austin, United 
States representative in the United Nations, before the 
Security Council, June 27, 1947.) 


 itpaes MATTER BEFORE the Security Council today is, in the 
opinion of my Government, one of the most serious which 
the United Nations up to this time has been called upon to 
consider. The action which the Security Council takes in this 
case will be of vital importance to all member states of the 
United Nations and may bea decisive factor in strengthening 
the confidence of the world in the effectiveness of this body 
to deal with situations such as the one before us. To one 
country at least our action may represent the difference be- 
tween life and death—between the opportunity to pursue a 
peaceful course of national reconstruction without fear and 
the loss of its freedom and independence. 

In the common struggle during the war against the Axis, the 
Greek people sacrificed themselves unstintingly. Liberation 
found the country prostrate and devastated. Starvation and 
resistance to the occupying enemies had exacted heavy pay- 
ments in resources and human lives. Communications were 
almost completely destroyed; normal economic life was at a 
standstill; government administration had been rendered in- 
effective in accord with the policy of the Axis occupying 
forces. After liberation there began the enormous and heart- 
breakingly slow task of nationwide reconstruction and 
rehabilitation. UNRRA and other foreign aid were able to pre- 
vent widespread starvation and collapse but were not suf- 
ficient in themselves to rehabilitate a country and people that 
had endured four years of cruel depredations. Bitter fac- 
tionalism had been encouraged by the enemy .. . 

In a letter dated Dec. 3, 1946, the Greek Government re- 
quested that the Security Council consider a situation leading 
to friction between Greece and her neighbors, who, it was 
charged, were lending support. to guerrilla warfare in North- 
ern Greece against public order and the territorial integrity of 
Greece. The Greek Government requested the Security Coun- 
cil to investigate this situation. 

The Security Council considered the Greek complaint dur- 
ing the course of seven meetings and on December 19 by 
unanimous action resolved to establish a Commission of In- 
vestigation to ascertain the facts relating to the situation com- 
plained of by the Greek Government... 
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I have carefully studied this report. The facts elicited sub- 
stantiate without a doubt the conclusions subscribed to by 
the majority of eight of the Commission’s 11 members with 
respect to the Greek charges. The Greek Government 
charged that her Northern neighbors were lending support to 
guerrilla warfare in Greece. The conclusion subscribed to by 
8 of the 11 members of the Commission in this regard was 
that “On the basis of the facts ascertained by the Com- 
mission it is its conclusion that Yugoslavia, and to a lesser 
extent Albania and Bulgaria, have supported the guerrilla 
warfare in Greece.” An examination of the Commission’s 
documentation clearly shows that although the representa- 
tives of Albania, Bulgaria and Yugoslavia denied the charges 
made by the Greek Government, the weight of evidence sup- 
ported the charges. 

These conclusions stated that assistance had been rendered 
in Yugoslavia to the guerrillas, taking the form of training 
refugees from Greece within the borders of Yugoslavia; re- 
cruiting and dispatching them to Greece for action with the 
guerrillas’ units there, as well as supplying them for this pur- 
pose with arms, supplies, transport guides, hospitalization, 
etc., and providing an avenue of escape for guerrillas fleeing 
from Greek Government forces. At a camp at Bulkes in 
Yugoslavia, a specialized course was established’ designed to 
give theoretical and practical training in guerrilla warfare. 
At this camp, the refugees were subjected to political in- 
doctrination and propaganda looking toward the overthrow 
of the Greek Government. 

These conclusions state that the Bulgarian Government pro- 
vided aid to the Greek guerrilla movement, principally in the 
form of assistance in entering and leaving Bulgarian territory, 
in the provision of transportation for guerrillas crossing Bul- 
garia to and from Yugoslavia, and in hospitalization of guer- 
rillas wounded in Greece. However, in certain instances 
Greek guerrillas were given arms in and near Sofia. 

These conclusions state that Albania also had assisted the 
guerrillas. Prior to establishment in the spring of 1946 of the 
course for guerrilla leaders in the camp at Bulkes in Yugo- 
slavia, the Albanian Government had operated a camp at 
Rubig in which Greek refugees received political instruction 
as well as practical and theoretical military training. Albania 
had granted assistance to Greek guerrillas in the form of pro- 
viding arms and ammunition as well as making available 
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routes of entry, guides and liaison assistance for guerrilla 
groups returning to Greece from Albania and Yugoslavia. 

It is the duty of this body to consider carefully the sig- 
nificance of these facts in the light of the Charter of the 
United Nations. It is apparent that in committing such acts 
Yugoslavia, Albania and Bulgaria have violated some of the 
fundamental principles of this Charter. I would remind you 
of the purposes of the United Nations contained in Article 
(1), among which are: 

“(1) To maintain international peace and security, and to 
thatend..... to bring about by peaceful means, and in con- 
formity with the principles of justice and international law, 
adjustment or settlement of international disputes or situa- 
tions which might lead to a breach of the peace; 

“(2) To develop friendly relations among nations based 
on respect for the principle of equal rights and self-determi- 
nation of peoples, and to take other appropriate measures to 
strengthen universal peace.” 

I also wish to call your attention to the obligations of mem- 
bers in Article 2 to act in accordance with the following prin- 
ciples, among others: 

“(1) The Organization is based on the principle of the 
sovereign equality of all its members. 

“(2) All members, in order to insure to all of them the 
rights and benefits resulting from membership, shall fulfill in 
good faith the obligations assumed by them in accordance 
with the present Charter. 

“(3) All members shall settle their international disputes 
by peaceful means in such a manner that international peace 
and security, and justice are not endangered. 

“(4) All members shall refrain in their international rela- 
tions from the threat or use of force against the territorial 
integrity or political independence of any state, or in any 
other manner inconsistent with the purpose of the United 
Nations.” 

I do not think that we should interpret narrowly the Great 
Charter of the United Nations. In modern times, there are 
many ways in which force can be used by one state against 
the territorial integrity of another. Invasion by’ organized 
armies is not the only means for delivering an attack against 
a country’s independence. Force is effectively used today 
through devious methods of infiltration, intimidation and 
subterfuge. 

But this does not deceive anyone. Any intelligent person in 
possession of the facts cannot fail to recognize the use here of 
force, no matter how devious the subterfuge. We must recog- 
nize the use here of force, no matter how devious the subter- 
fuge. We must recognize what intelligent and informed citi- 
zens already know. In supporting guerrillas in Northern 
Greece, Yugoslavia, Bulgaria and Albania have been using 
force against the territorial integrity and political independ- 
ence of Greece. They have in fact been committing the very 
kind of acts which the United Nations was designed to pre- 
vent, and have violated the most important of the basic 
principles upon which our organization was founded. 

I am mindful of the fact that neither Albania or Bulgaria 
is a member of the United Nations. This does not mean that 
they are not guilty of having used force in contradiction of 
the principles of the United Nations. The Charter has not 
overlooked the necessity of preventing the use of force by 
nonmember states. I call your attention to Article 2 (6) which 
provides that the Organization shall insure that states which 
are not members of the United Nations act in accordance with 
the principles of the United Nations—I quote—“so far as may 
be necessary for the maintenance of international peace and 
security.” In fulfilling its responsibility with respect to the 
maintenance of peace, therefore, the Security Council must 
treat alike all states using force against the territorial integrity 
of another... 

This is a matter which the Security Council must face 
squarely. The members of the United Nations have conferred 
upon the Security Council primary responsibility for the 


maintenance of international peace and security and have 
agreed that in carrying out these duties under this responsi- 
bility, the Security Council acts on their behalf. It is the duty 
of this body: to take the action necessary to prevent further 
support of the Greek guerrillas by its Northern neighbors so 
that Greece may determine its own destiny within its rights as 
a sovereign member of these United Nations. . . 

The Commission has made three kinds of proposals. First, 
the Security Council would call upon the countries in question 
to refrain from the support of elements in neighboring coun- 
tries aiming to overthrow their lawful governments. Secondly, 
the Commission has recommended that the Security Council 
call upon the four governments concerned to take certain ac- 
tion necessary to rectify the situation. They are to conclude 
conventions to regulate and control their frontiers; they are 
to establish controls for refugees and to study the practicabil- 
ity of concluding agreements for the voluntary transfer of 
minorities. These recommendations the Security Council 
would make to the parties concerned. 

. .. I wish to draw the attention of the Security Council 
especially to the proposal of the Commission that: “In the 
light of the situation investigated by it, the Commission be- 
lieves that, in the area of its investigation future cases of sup- 
port of armed bands formed on the territory of one state and 
crossing into the territory of another state, or of refusal by a 
government in spite of the demands of the state concerned to 
take all possible measures on its own territory to deprive such 
bands of any aid or protection, should be considered by the 
Security Council as a threat to the peace within the meaning 
of the Charter of the United Nations.” 

My Government attaches great importance to this proposal. 
Although the Charter contemplates the pacific settlement 
of a dispute of this kind, we cannot overlook the fact 
that the Charter also contemplates enforcement action when 
a situation becomes aggravated to a sufficient extent to 
warrant it. 

The Commission has clearly recognized that the situation 
will be more serious if the acts committed by Yugoslavia, Al- 
bania and Bulgaria against Greece's independence should con- 
tinue. It is important that the Security Council approve this 
particular proposal which the Commission has made. It is 
important because it will make clear to these countries and to 
the world that the continued use of force in violation of the 
Charter must be regarded by the United Nations as re-_ 
quiring enforcement measures. 

Taken as a whole this is a carefully devised plan, a plan 


‘which our representative on the Commission developed in the 


light of conditions on the spot. 

The future of the United Nations and the peace of the 
world require that the United Nations take effective action to 
put an end to violations of Greece’s northern border. The 
problem is to find and act upon the course of action best suited 
to accomplish this purpose. My Government is convinced that 
the Security Council should at this stage in this case continue 
to act under Chapter VI of the Charter, bearing in mind that 
if the acts and practices found by the Investigation Commis- 
sion should continue, the Council will be compelled to con- 
sider that there is no longer a dispute, but that there exists a 
threat to the peace, breach of the peace, or an act of aggres- 
sion within the meaning of Chapter VII of the Charter. 

The framers of our Charter contemplated that the provi- 
sions of Chapter VI should serve as an impelling and effective 
instrument for the settlement of disputes. In its year and a 
half of operations we must recognize that the Security Council 
has in fact effectively solved several serious problems by re- 
course to the provisions of pacific settlements. The authority, 
of the Security Council under Chapter VI carries with it the 
full weight of the United Nations. The members of the United 
Nations and those who look forward to becoming members 
must also be deeply conscious of the obligation of members 
under Article 25 “to accept and carry out the decisions of the 
Security Council in accordance with the present Charter.” 
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End of Hope for Unity 
In Running Germany 


Military authorities in Washington 
are watching carefully for any sign of 
Russian reaction to the blowup at 
Paris. Point is that a dictatorship, like 
that in Moscow, does not gracefully 
swallow a rebuff of the dimensions 
handed to the Soviet Union by 
Britain, France and the United States. 


oo 0 


Danger -zones are Trieste and 
Northern Greece, in that order. A 
move by Russian-directed troops or 
planes, particularly from Yugoslavia, 
is not ruled out by Washington. In an 
emergency, an American cruiser and 
three destroyers, now in the Adriatic, 
could come to the support of U.S. 
ground forces stationed currently in 
Italy and Trieste. 


o 0 °O 


What makes the situation around 
Trieste especially ticklish is that U. S. 
and British troops are due to with- 
draw from Italy very shortly after the 
Italian peace treaty is ratified. In view 
of what happened at Paris, the 
suspicion is that Russia will now hurry 
‘to ratify. 


o 0 90 


Any lingering hope that the Allies 
could govern Germany as a unit is 
now gone. Formal recognition of the 
division between East and West is ex- 
pected at the Foreign Ministers Con- 
ference in the autumn. American offi- 
cials already are planning the move 
from Berlin to Frankfurt, in the U. S. 
zone. 


o 0 9 


This time, the blasting by Vyaches- 
lav M. Molotov at Paris did not catch 
Washington by surprise. Having been 
burned at successive peace confer- 
ences, singed at meetings of the Unit- 
ed Nations, U. S. diplomats had really 
given up hope of Soviet co-operation 
long before Molotov threw his bomb. 
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Trieste and Greece 
As Danger Zones 


Investigators of the U.S. War De- 
partment are scouring all warehouses 
holding war surpluses to find civilian 
supplies that might be shipped to 
Germany. The search is for consumer 
goods to be used as an incentive, in 
place of dubious currency, to increase 
production by miners and farmers. 
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A plan worked up by the Recon- 
struction Finance Corporation to re- 
vive German industry has failed to get 
very far. Idea was that German fac- 
tories would import raw materials on 
RFC credit. Actually, only 4 per cent 
of the RFC funds ear-marked for this 
purpose have been drawn. Reason is 
that U.S. exporters found their raw 
materials disappearing into Germany’s 
black market. 
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Russia’s diplomats have resumed 
their traditional fear of trouble on two 
fronts—in Western Europe, where a 
non-Soviet combination of nations is 
taking shape, and in the Far East, 
where relations with China are getting 
worse. The Chinese Government, in 
fact, is not too happy about Moscow’s 
decree ordering Soviet citizens to 
leave China for points north. 
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If the U.S. Army has its way, the 
occupied areas of Europe and Asia 
will have priority over other territory 
in food exports from America for the 
next few months. So far, the State De- 
partment is saying no. 


o 0 Oo 


The refusal of Joseph Stalin to help 
the United Nations celebrate Charter 
Day was not the only difficulty in that 
celebration. The speech of Paul 


Gold Thefts in Korea 
By U.S. Employes 


Spaak, the Belgian who is President 
of the General Assembly, turned out 
to be so pessimistic that the U.N. de- 
cided not to release copies. 
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The spotlight refuses to remain very 
long on the European tour of Sefora 
Evita Perén, glamorous wife of Presi- 
dent Perén of Argentina. Difficulty is, 
trouble keeps breaking out at home. 
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Although nothing has been said 
about it in the Argentine press, rea- 
sons why President Perén removed 
General Filomeno Velazco as Chief 
of Police are no secret in Buenos 
Aires. Chief reason was that Velazco 
seemed inclined to out-Perén Perén 
in his nationalism. In Argentina, ex- 
cessive enthusiasm by a subordinate 
makes the top man uneasy. 
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What precipitated Perén’s dismissal 
of his Chief of Police was a garbage 
strike in Buenos Aires. After refuse 
had piled up in the streets for eight 
days, without effective action by the 
police, President Perén ordered the 
Army to clean up the mess.-The Army 
balked. It then seemed appropriate to 
fire Police Chief Velazco. 
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A scandal involving members of the 
U.S. Military Government in Korea 
is due to come out into the open soon. 
Investigators now are tracking down 
large thefts of gold and jewels, as well 
as black market operations. 
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Yugoslavia has tried a new way of 
accumulating hard currencies for use 
in world trade. It has appealed to 
Canadians of Yugoslav descent to re- 
turn to the old country for a visit, 
bringing plenty of Canadian dollars 
with them. Canada is discouraging it. 
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Calling The Dominion of Canada... . 





CANADA—What have you to sell the States? 


Your products should be advertised in WORLD REPORT 
—the FIRST market most interested in your nickel, paper, 
wood pulp, and zinc blocks. 


Here, for the first time, is 
gathered a world-minded au- 
dience of more than 112,000 
important people—gathered 
into a compact, intensive 
group of interested readers 


Send for advertising rates and 


detailed information regarding 


| Ss : 
rm bu yl 34 this unique market—either di- 
% a’ f Fra , ; 
f é A lu BS i rect or through vour advertising 
o / 


, representatives. 
i’ WORLD REPORT 
| 30) Reekefeller Plaza 

New York 20. N.Y. 


The only magazine of its kind—re- 
porting. interpreting and forecast- 


ing the news of international affairs. 











—— # gree, th 
ae pat “% “ee * Pe as 4 
eg 8 
Pie "Pg c ‘abe a oh 
Sint 1 


> 


eee A ra 
ae 


‘ua whens Ls 


‘* 





x 


be 


Painting by John Rogers Cox —‘‘ Storm in Kansas 
& O: 


America the Provider |- Wheat 


OTH in tonnage and value, wheat is one of the most impor- 
B tant staples entering international trade. In the vears be- 
tween the two World Wars the international movement of wheat 
amounted to about one-fifth of the total world’s wheat pro- 
duction of about 4!» billion bushels. 

The United rain has been an exporter of wheat ever since 
the founding of the nation. In recent vears our surpluses have 
varied greatly, depending upon the vields and the state of the 
world market. Since the end of the war our wheat and flour ex- 
ports have expanded greatly, owing to a succession of bountiful 
harvests here and crop failures and war destruction in Europe. 

Wheat is grown on about one-third of all American farms; 
hence the income of some two million farmers is directly affected 
by its price. In 1946 the farm value of the wheat crop was around 
$2,000 ,000,000, and it produced cash income in excess of 
$1,500,000 .000. 

The wheat farmer can seil abroad onlv if markets are created in the 
United States for imported goods. Fifty vears ago this month, the 
National City Foreign Department was organized to help increase 
American commerce overseas. Today, The National City Bank's 
world-wide svstem helps to make foreign trade a two-wavy street. 
Consult our Officers at Head Office or any Branch to get the story. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St... e 66 Branches in Greater New York 


W rite for color-illustrated booklet describing ‘‘Overseas Banking Service” 
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Every 3 seconds 
© customer is 
served overseas 
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ACTIVE OVERSEAS BRANCHES 
ARGENTINA COLOMBIA : ENGLAND PERU 
Buenos Aires Bogota London Lima 


Flores Barranquilla 117, Oid Broad St. 


PUERTO RICO 
Piaza Once Medellin 1], Waterloo Place 


San Juan 


Rosario 
CHILE HONG KONG Arecibo 


BRAZKL . Santiago Bayamon 
Rio de Janeiro Valparaiso INDIA 
Recife Bombay 


(Pernambuco) EUBA Calcutta 


Santos Havana Ponce 
S30 Paulo Cuatro Caminos JAPAN , REP. OF PANAMA 
CANAL ZONE Galiano Tokyo (Limited) Panama 


La Lonja MEXICO SINGAPORE 
Balboa Caibarien 


Cristobal Peidenne Mexico City uRUGUAY 
CHINA Manzanillo PHILIPPINE 1S. Montevideo 

Shanghai Matanzas Cebu VENEZUELA 

Tientsin Santiago Manila Caracas 


Caguas 
Mayaguez 


Member Federal Deposit Insurance Corporation 


